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PREFACE. 


This^  the  third  volume  of  the  Commission's  decisions,  covers  the 
year  July  1,  1920,  to  June  30,  1921,  inclusive.  The  widening  range 
of  the  subjects  covered  should  make  the  publication  valuable  to 
those  interested  in  the  development  of  the  law  in  relation  to  unfair 
competition  and  kindred  subjects.  The  plan  adopted  in  the  pre- 
ceding volimie  of  publishing  the  text  of  the  acts  administered  by  the 
commission  with  annotations  has  been  continued. 

This  volume,  including  the  annotations  to  the  acts  referred  to, 
has  been  prepared  and  edited  by  Richard  S,  Ely,  of  the  Commis- 
sion's staff. 
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THOMAS  DUGGAN  &  SON   (Thomas  and  W.  O.  Duggan  doing  busi- 
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Voight,  Albert  P.  J.  (doing  business  as  Volght  Machine  Shop) 208 

Volght  Machine  Shop  (Albert  P.  J.  Voight  doing  business  as) 208 

Vulcan  Iron  Works  (J.  Bader  doing  business  as) 208 
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ALUMINUM  CO.  OF  AMERICA III        302 

Petition  filed  In  the  United  States  Circuit  Court  of  Appeals 
for  the  Third  Circuit  May  7,  1921. 

CANFIELD  OIL  CO.  ET  AL II        357 

Petitions  filed  in  the  United  States  Circuit  Court  of  Appeals 
for  the  Sixth  Circuit  by  six  respondents  from  September  28, 
1920,  to  January  10,  1921. 

D.  A.  WINSLOW  ET  AL III        217 

Petitions  filed  by  two  respondents  in  the  United  States  Cir- 
cuit Court  of  Appeals  for  the  Fourth  Circuit  FebruaiT  19,  1921, 
and  March  3,  1921. 

FRUIT  GROWERS'  EXPRESS,  INC II        369 

Petition  filed  in  the  United  States  Circuit  Court  of  Appeals 
for  the  Seventh  Circuit  July  13.  1920.  Commission's  order  re- 
versed June  16,  1921.    274  Fed.,  205. 


KINNEY-ROME    CO II       442    - 

Petition  filed  in  the  United  States  Circuit  Court  of  Appeals 
for  the  Seventh  Circuit  August  6,  1920. 

RAYMOND  BROTHERS-CLARK  CO III        295     . 

Petition  filed  in  the  United  States  Circuit  Court  of  Appeals 
for  the  Eighth  Circuit  April  23,  1921.  ^ 

STANDARD  OIL  CO.  OF  NEW  JERSEY  ET  AL II       357 

Petitions  filed  in  the  United  States  Circuit  Court  of  Appeals 
for  the  Third  Circuit  by  three  respondents  from  August  16, 

1920,  to  November  20,  1920. 

STANDARD  OIL  CO.  OF  NEW  YORK  ET  AL II       357 

"  I 
Petitions  filed  in  the  United  States  Circuit  Court  of  Appeals 

for  the  Second  Circuit  by  two  respondents  August  11, 1920,  and 

December  11,  1920.    Commission*s  order  reversed  May  11,  1921. 

273  Fed.,  478.  ,] 

TAIYO  TRADING  CO.,  INC III       199      ! 

Petition  filed  In  the  United  States  Circuit  Court  of  Appeals 
for  the  Second  Circuit  January  24,  1921. 

WHOLESALE  GROCERS'  ASSOCIATION  OF  EL  PASO,  TEXAS, 

ET  AL .III       109    , 

Petitions  filed  in  the  United  States  Circuit  Court  of  Appeals  ' 

for  the  Fifth  Circuit  by  seven  respondents  from  January  6,  ' 

1921,  to  May  28,  1921. 
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FEDERAL  TRADE  COMMISSION 

V. 

AMERICAN  HOSIERY  COMPANY. 

COMPLAINT  IN  THE  If  ATTES  OF  THE  ALLEGED  VIOLATION  Or  SECTION  5  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER   26,   1914. 

Docket  413.— August  10,  1920. 

Syllabub. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  underwear,  shirts, 
and  other  wearing  apparel,  branded,  labeled,  advertised,  and  sold  certain 
lines  of  underwear  and  shirts,  composed  only  partly  of  wool,  as  "  Merino," 
•* Super-cashmere,"  "Extra  super-merino,"  and  "Merino  shirts,"  with  a 
tendency  thereby  to  mislead  the  public  and  injure  competitors : 

Held,  That  such  branding,  labeling,  advertising,  and  sales,  under  the  drcum- 
stances  set  forth,  constituted  an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  American  Hosiery  Co., 
hereinafter  referred  to  as  the  respondent,  has  been  and  is  using  un- 
fair methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  5  of  an  act  of  Congress  approved  September 
26,  1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,"  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  that  re- 
spect, on  information  and  belief,  as  follows : 

Paragraph  1.  That  the  respondent,  American  Hosiery  Co.,  is  a 
corporation  organized,  existing,  and  doing  business  under  and  by 
virtue  of  the  laws  of  the  State  of  Connecticut,  having  its  principal 
office  and  place  of  business  in  the  city  of  New  Britain,  in  said  State, 
and  is  now  and  for  more  than  two  years  last  past  has  been  engaged 
in  the  manufacture  and  sale  of  underwear  in  and  among  the  various 
States  of  the  United  States  and  the  District  of  Columbia,  in  direct 
competition  with  other  persons,  copartnerships,  and  corporations 
similarly  engaged. 

Par.  2.  That  the  respondent,  in  the  conduct  of  its  business  pur- 
chases and  enters  into  contracts  for  the  purchase  of  the  necessary 
S  F.  T.  c.  X 
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component  materials  needed  therefor  in  the  different  States  of  the 
United  States,  transporting  the  same  through  other  States  of  the 
United  States  in  and  to  said  city  of  New  Britain,  where  they  are 
made  and  manufactured  into  the  finished  products  and  sold  and 
shipped  to  purchasers  thereof;  that  after  such  products  are  so  manu- 
factured they  are  continuously  moved  to,  from,  and  among  the  other 
States  of  the  United  States  and  the  District  of  Columbia,  and  there 
is  continuously  and  has  been  at  all  tinles  hereinafter  mentioned 
a  constant  current  of  trade  in  commerce  in  said  underwear  between 
and  among  the  various  States  of  the  United  States,  and  especially 
to  and  through  the  city  of  New  Britain,  State  of  Connecticut,  and 
therefrom  to  and  through  the  other  States  of  the  United  <States  and 
the  District  of  Columbia. 

Par.  3.  That  for  more  than  two  years  last  past  the  respondent, 
with  the  effect  of  stifling  and  suppressing  competition  in  the  manu- 
facture and  sale  of  underwear  in  interstate  commerce,  has  in  the 
conduct  of  its  business  labeled,  advertised,  and  branded  certain  lines 
of  underwear,  manufactured  by  it  and  composed  but  partly  of  wool, 
as  "  Merino,"  "  Super-cashmere,"  "  Extra  super-merino,"  "  Merino 
shirts";  that  such  advertisements,  brands,  and  labels  are  false  and 
misleading  and  calculated  and  designed  to  and  do  deceive  the  trade 
and  general  public  into  the  belief  that  such  underwear  is  manu- 
factured and  composed  wholly  of  wool. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

(Amended.) 

The  Federal  Trade  Commission  having  reason  to  believe  that  the 
above-named  respondent,  American  Hosiery  Co.,  has  been  for  more 
than  one  year  last  past  using  unfair  methods  of  competition  in  inter- 
state commerce  in  violation  of  the  provisions  of  section  5  of  an  act 
of  Congress  approved  September  26,  1914,  entitled  "An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,"  and  that  a  proceeding  by  it  in  that  respect  would 
be  to  the  interest  of  the  public  and  fully  stating  its  charges  in  that 
respect;  and  the  respondent  having  entered  its  appearance  by  its 
attorneys,  duly  authorized  and  empowered  to  act  in  the  premises, 
and  having  filed  its  answer  admitting  that  certain  of  the  matters 
and  things  alleged  in  the  said  complaint  are  true  in  the  manner  and 
form  therein  set  forth,  and  denying  others  therein  contained,  and 
thereafter  having  made  and  executed  an  agreed  statement  of  facts 
which  has  been  heretofore  filed,  in  which  it  is  stipulated  and  agreed 
by  the  respondent  that  the  Federal  Trade  Commission  shall  take 
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such  agreed  statement  of  facts  as  evidence  in  this  case  and  in  lieu 
of  testimony,  and  shall  forthwith  thereupon  make  its  report  stating 
its  findings  as  to  the  facts,  its  conclusions,  and  its  order  disposing 
of  this  proceeding  without  the  introduction  of  testimony  or  the 
presentation  of  argument;  therefore  the  Federal  Trade  Commission 
now  makes  and  enters  this  its  report  stating  its  findings  as  to  the 
facts  and  its  conclusion : 

FINDINGS  AS  TO  THE  FACTTS. 

Pabagraph  1.  That  the  respondent,  the  American  Hosiery  Co.,  is 
a  Connecticut  corporation  with  its  principal  office  and  place  of 
business  located  at  the  city  of  New  Britain  in  said  State,  and  has 
been  for  several  years  and  is  engaged  in  the  manufacture  and  sale 
of  underwear,  shirts,  and  other  wearing  apparel  through  and  among 
various  States  of  the  United  States,  and  has  conducted  such  business 
in  competition  with  other  persons,  firms,  and  corporations  similarly 
engaged. 

Par.  2.  That  the  respondent,  American  Hosiery  Co.,  in  the  con- 
duct of  its  business  as  aforesaid,  sells  and  distributes  its  product  of 
underwear,  shirts,  etc.,  to  purchasers  thereof  located  in  different 
States  of  the  United  States,  and  that  there  is  and  has  been  at  all 
times  herein  mentioned  a  constant  current  of  trade  and  commerce  in 
said  products  between  and  among  various  States  of  the  United  States. 

Pab.  3.  That  for  more  than  a  year  last  past  the  respondent,  in  the 
sale  of  its  products  in  interstate  commerce,  as  hereinbefore  described, 
has  labeled,  advertised,  and  branded  certain  lines  of  underwear 
and  shirts  as  "  Merino,"  "  Super-cashmere,"  *'  Extra  super-merino," 
"  Merino  shirts." 

Par.  4.  That  the  underwear  and  shirts  referred  to  in  paragraph 
3  are  not  composed  wholly  of  wool,  part  of  the  material  in  them 
being  wool  and  part  cotton,  the  proportion  of  wool  varying  from 
20  to  80  per  cent;  that  said  brands  and  labels  may  indicate  to  the 
public  that  said  underwear  and  shirts  are  composed  wholly  of  wool 
and  thereby  the  purchasing  public  may  be  led  to  believe  that  the 
said  underwear  and  shirts  so  branded  and  labeled,  as  aforesaid,  are 
composed  wholly  of  wool. 

Par.  5.  That  there  is  no  evidence  that  the  respondent  has  acted 
with  any  malice  or  deliberate  intent  or  purpose  to  mislead  the  public 
in  using  the  brands  and  labels  aforesaid. 

Par.  6.  That  the  respondent,  at  different  times  covering  a  period 
of  16  years,  and  particularly  in  the  years  1904, 1905,  1911,  and  1912, 
has  made  known  to  the  retail  trade  in  underwear  with  whom  it  did 
business,  through  its  publications  in  the  form  of  descriptive  price 
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lists,  that  the  articles  put  out  by  it  for  sale  and  labeled  ^'  Merino," 
"  Super-cashmere,"  " Extra  super-merino,"  and  "  Merino  shirts"  con- 
tained cotton  as  well  as  wool ;  and  thai  in  December,  1919,  subsequent 
to  the  issuance  of  the  complaint  in  this  proceeding,  respondent  pub- 
lished the  said  facts  as  to  the  presence  of  cotton  as  well  as  wool  in  its 
products  branded  as  aforesaid,  through  advertisements  in  the  daily 
press  in  the  cities  of  New  York,  Boston,  Washington,  Philadel- 
phia, and  Hartford,  Conn. 

Par.  7.  That  the  terms  "Merino"  and  "Cashmere"  as  used  and 
understood  in  the  underwear  trade  have  generally  signified  fabrics 
composed  of  a  mixture  of  wool  and  cotton. 

Par.  8.  That  for  the  past  20  years  it  has  been  the  general  custom 
and  practice  among  underwear  manufacturers  in  the  United  States  to 
label,  brand,  and  advertise  underwear  of  their  manufacture  as 
"Merino"  and  "Cashmere"  when  in  fact  such  underwear  so  de- 
scribed is  not  composed  wholly  of  wool,  but  contains  an  admixture 
of  cotton;  that  large  quantities  of  underwear  have  been  imported 
inio  the  United  States  from  foreign  countries  and  come  into  direct 
competition  with  the  underwear  manufactured  in  the  United  States; 
that  a  part  of  the  imderwear  so  imported  into  the  United  States  has 
been  and  is  now  labeled,  branded,  and  advertised  as  "  Merino  "  under- 
wear in  accordance  With  the  general  custom  and  practice  in  the 
underwear  trade  in  the  United  States,  although  the  said  underwear 
is  not  composed  wholly  of  wool,  but,  on  the  contrary,  is  composed 
of  cotton  and  wool  in  varying  percentages. 

Par.  9.  That  the  tendency  of  said  labels  to  mislead  the  public 
entails  interference  with  fair  competition. 

CONCLUSION. 

From  the  foregoing  findings,  the  Commission  concludes  that  the 
method  of  competition  set  forth  is,  under  the  circumstances  set  forth, 
in  violation  of  the  provisions  of  section  5  of  an  act  of  Congress  ap- 
proved September  26,  1914,  entitled  "An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes." 

ORDER  TO  CEASE  AND  DESIST. 

The  Federal  Trade  Commission  having  issued  and  served  its  com- 
plaint herein,  and  the  respondent,  American  Hosiery  Co.,  having  en- 
tered its  appearance  by  Oross,  Oross  &  Hyde,  its  attorneys,  duly  au- 
thorized and  empowered  to  act  in  the  premises,  and  having  filed  its 
answer,  and  thereafter  having  made,  executed,  and  filed  an  agreed 
statement  of  facts  in  which  it  stipulated  and  agreed  that  the  Federal 
Trade  Commission  should  take  such  agreed  statement  of  facts  as  the 
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evidence  in  this  case  and  in  lieu  of  testimony  and  proceed  forthwith 
on  the  same,  and  to  make  and  enter  its  report  stating  its  findings  as 
to  the  facts,  its  conclusions,  and  its  order  without  the  introduction  of 
testimony,  and  waiving  therein  any  and  all  right  to  require  the  in- 
troduction of  testimony  or  the  presentation  of  argument  in  support 
of  the  same,  and  the  Federal  Trade  Commission  having  made  and 
entered  its  report  stating  its  findings  as  to  the  facts  and  its  conclusion 
that  the  respondent  has  violated  section  5  of  an  act  of  Congress  ap- 
proved September  26,  1914,  entitled  ^^An  act  to  create  a  Federal 
Trade  Coromission,  to  define  its  powers  and  duties,  and  for  other 
purposes,"  which  said  report  is  hereby  referred  to  and  made  a  part 
hereof :  Now,  therefore. 

It  is  arderedy  That  the  respondent,  American  Hosiery  Co.,  its  offi- 
cers, agents,  representatives,  servants,  and  employees  cease  and  de- 
sist from  directly  or  indirectly  employing  or  using  the  labels  and 
brands  "Merino,"  "Super-cashmere,"  "Extra  super-merino,"  and 
"  Merino  shirts  "  or  any  compound  thereof,  or  any  similar  descrip- 
tive brands  or  labels  on  underwear,  socks,  or  other  knit  goods  except 
either  (1)  when  the  knitted  fabric  is  made  entirely  of  wool  yams  of 
a  kind  specified,  or  (2)  when  the  term  descriptive  of  the  wool  stock 
is  joined  with  the  name  of  other  staple  or  staples  contained  in  the 
knitted  fabric,  e.  g.,  merino  wool  and  cotton ;  supercashmere  wool  and 
cotton ;  extra  supermerino  wool  and  cotton ;  merino  shirts,  wool  and 
cotton. 

Respondent  is  further  ordered  to  file  a  report  in  writing  with  the 
Commission,  three  months  from  notice  hereof,  stating  in  detail  the 
manner  in  which  this  order  has  been  complied  with  and  conformed  to. 
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FEDERAL  TRADE  COMMISSION 

V. 

THE   GREAT   REPUBLIC   TIRE   &  RUBBER  MANUFAC- 

TURING  CO. 

OOHPLAINT   IN    THE    MATTER   OF    THE    ALLEGED    VIOLATION    OF    SECTIOM^ 
6    OF   AN   ACT  OF   CONGRESS   APPROVED   SEPTEMBER    26,    1914. 

Docket  492.— August  10,  1920. 

Syllabus. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  automobile  tires 
and  inner  tubes  as  the  "  Republic  Rubber  Company/'  sold  and  advertised 
the  same  under  the  brand  name  "Republic,"  so  that  they  became  widely 
and  favorably  known  as  such  and  it  acquired  a  valuable  good  will  in  the 
tires  and  tubes  and  In  the  brand  name ;  and  thereafter  a  competitor 

(a)  Adopted  the  name  "The  Great  Republic  Tire  and  Rubber  Manufacturing 
Company  " ; 

(d)  Used  the  same  (1)  In  its  stock  subscription  blanks,  certificates,  pam- 
phlets, prospectuses,  letters,  etc.,  and  (2)  on  Its  tires,  inner  tubes,  and  other 
products ; 

(c)  Bxtenslvely  so  advertised  the  same;  and 

(d)  Branded  its  tires,  inner  tubes,  and  other  products  as  "Great  Republic,** 
using  said  brand  name  in  addition  to  its  corporate  name,  on  all  Its  products 
and  in  its  business  generally ; 

Thereby  deceiving  and  misleading  the  purchasing  public  to  a  substantial  ex- 
tent and  causing  It  embarrassment  and  confusion  respecting  the  identity  of 
the  two  concerns  and  of  their  respective  products : 

ffeld.  That  such  simulation  of  name,  under  the  circumstances  set  forth,  con- 
stituted an  unfair  method  of  com];>etitlon. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  The  Great  Republic  Tire 
&  Eubber  Manufacturing  Co.,  hereinafter  referred  to  as  respondent, 
is  now  and  for  more  than  a  year  last  past  has  been  using  unfair 
methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  5  of  an  act  of  Congress  approved  September  26, 
1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to  de- 
fine its  powers  and  duties,  and  for  other  purposes,"  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  that  re- 
spect on  information  and  belief  as  follows : 
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Paragraph  1.  That  the  respondent,  The  Great  Republic  Tire  & 
Rubber  Manufacturing  Co.,  is  now  and  at  all  times  hereinafter  men- 
tioned was  a  corporation  organized,  existing,  and  doing  business 
under  and  by  virtue  of  the  laws  of  the  State  of  Delaware,  having  its 
principal  office  and  place  of  business  in  the  city  of  Muskogee,  State 
of  Oklahoma,  and  is  now  and  for  more  than  two  years  last  past  has 
been  engaged  in  the  sale  of  automobile  tires  and  inner  tubes,  and 
in  the  transportation  of  the  same  from  their  place  of  manufacture 
to  purchasers  thereof  in  other  States  of  the  United  States,  in  com- 
petition with  other  individuals,  copartnerships,  and  corporations 
similarly  engaged. 

Par.  2.  That  the  Republic  Rubber  Co.  is  now  and  ever  since  the 
year  1901  has  been  a  corporation  organized,  existing,  and  doing  busi- 
ness under  and  by  virtue  of  the  laws  of  the  State  of  Ohio,  and  for 
more  than  10  years  last  past  has  been  engaged  in  the  manufacture 
and  sale  of  automobile  tires  and  inner  tubes  which  are  manufactured 
by  it  in  the  city  of  Yoimgstown,  Ohio,  and  are  sold  through  dealers, 
distributors,  and  agents  extensively  throughout  the  United  States 
under  the  brand  name  ^^  Republic  " ;  that  the  said  the  Republic  Rub- 
ber Co.  has  at  all  said  times  extensively  advertised  its  said  automo- 
bile tires  and  inner  tubes  so  that  they  have  become  widely  and  favor- 
ably known  by  the  said  brand  name,  and  that  a  valuable  good  will 
has  been  created  throughout  the  United  States  for  the  automobile 
tires  and  inner  tubes  of  the  Republic  Rubber  Co.  and  for  the  brand 
name  ^  Republic  "  imder  which  they  are  sold  as  aforesaid. 

Par.  3.  That  the  respondent,  well  knowing  that  the  automobile 
tires  and  inner  tubes  manufactured  by  the  Republic  Rubber  Co.  had 
been  for  years  extensively  advertised  throughout  the  United  States 
under  the  brand  name  "  Republic,"  and  well  knowing  that  i^id  brand 
name  and  the  automobile  tires  and  inner  tubes  to  which  it  was 
applied  had  acquired  a  wide  reputation  for  good  quality  -through- 
out the  United  States,  at  the  time  of  its  incorporation  in  1919 
adopted,  and  ever  since  has  continued  to  use,  as  its  corporate  title, 
"The  Great  Republic  Tire  &  Rubber  Manufacturing  Company," 
and  has  adopted  and  used  as  a  brand  name  on  automobile  tires  and 
inner  tubes  sold  by  it  the  words  **  Great  Republic,"  which  corporate 
title  and  brand  name  so  closely  resemble  and  simulate  the  aforesaid 
corporate  title  and  brand  name  of  the  Republic  Rubber  Co.  as  to 
deceive  and  mislead  the  purchasing  public  and  cause  them  to  believe 
that  the  respondent  and  the  Republic  Rubber  Co.  are  one  and  the 
same,  and  that  the  automobile  tires  and  inner  tubes  advertised  for 
sale  by  the  respondent  imder  its  aforesaid  brand  name  were  and  are 
the  products  of  the  Republic  Rubber  Co.,  with  the  effect  of  securing 
for  the  respondent  the  benefits  and  advantages  of  the  extensive  adver- 
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tising  previously  done  by  the  Bepublic  Eubber  Co.  and  the  good 
will  attaching  to  the  brand  name,  ^^  Eepublic,"  and  with  the  f urthw 
effect  among  others  of  embarrassing  and  hindering  the  Bepublic 
Rubber  Co.  in  the  operation  of  its  business. 

Par.  4.  That  the  respondent,  for  more  than  two  years  last  past, 
in  the  conduct  of  its  business  of  selling  automobile  tires  and  inner 
tubes  in  interstate  commerce,  as  aforesaid,  by  means  of  advertising 
and  by  statements  embossed  and  printed  upon  its  said  automobile 
tires  and  inner  tubes  and  by  various  other  means,  has  represented 
to  the  purchasing  public  that  the  respondent  was  a  manufacturer  of 
automobile  tires  and  inner  tubes,  when  in  fact  the  respondent  was 
not  a  manufacturer  of  automobile  tires  and  inner  tubes,  but  had 
caused  the  said  automobile  tires  and  inner  tubes  to  be  manufactured 
for  it  by  other  manufacturers  from  whom  respondent  obtained  a|dd 
automobile  tires  and  inner  tubes  and  sold  them  in  interstate  com- 
merce as  aforesaid ;  and  that  the  effect  thereof,  in  addition  to  identi- 
fying the  respondent  with  the  Republic  Rubber  Co.,  as  hereinbefore 
set  forth,  was  to  induce  the  public  to  give  to  the  respondent  such 
preference  as  might  be  given  by  them  to  manufacturers  over  dealers 
in  the  purchase  of  the  products  of  the  respondent  or  in  investing  in 
its  corporate  stock. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

The  Federal  Trade  Commission  having  issued  and  served  its  com- 
plaint herein,  wherein  it  is  alleged  that  it  had  reason  to  believe  that 
the  above-named  respondent.  The  Great  Republic  Tire  &  Rubber 
Manufacturing  Co.,  has  been  and  now  is  using  unfair  methods  of 
competition  in  interstate  commerce  in  violation  of  the  provisions  of 
section  5*  of  an  act  of  Congress  approved  September  26,  1914,  en- 
titled, ^'  An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,"  and  that  a  proceeding 
by  it  in  respect  of  such  alleged  violation  would  be  to  the  interest  of 
the  public,  and  fully  stating  its  charges  in  that  respect,  and  the 
respondent  having  entered  its  appearance  by  E.  C.  Marianelli,  its 
attorney,  and  having  fully  filed  its  answer  admitting  certain  of  the 
allegations  of  said  complaint  and  denying  certain  others  thereof, 
fmd  attorneys  for  both  parties  having  signed  and  filed  an  agreed 
statement  of  facts  wherein  and  whereby  it  was  stipulated  and  agreed 
that  said  statement  of  facts  should  be  taken  as  the  facts  for  this 
uroceeding  by  the  Commission  and  in  lieu  of  testimony  herein  and 
that  the  Commission  should  forthwith  proceed  upon  such  agreed 
statement  of  facts  to  make  and  enter  its  report  stating  its  findings  as 
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to  the  facts  and  its  order  disposing  of  this  proceeding  without  the 
introduction  of  testimony  in  support  of  the  same,  and  the  parties 
having  waived  any  and  all  rights  they  may  have  to  require  the  intro- 
duction of  such  testimony  or  to  file  briefs  or  make  oral  argument  in 
the  above-entitled  matter,  and  the  Commission  having  duly  con- 
sidered the  record  and  being  fully  advised  in  the  premises,  now 
makes  its  report  and  findings  as  to  the  facts  and  conclusions. 

FINDINGS  AS  TO  THE  FACTS. 

Pabaoraph  1.  That  the  respondent,  The  Great  Bepublic  Tire  & 
Rubber  Manufacturing  Co.,  is  now  and  for  more  than  a  year  last 
past  has  been  a  corporation  organized,  existing,  and  doing  buaness 
under  and  by  virtue  of  the  laws  of  the  State  of  Delaware,  having  its 
principal  office  and  place  of  business  in  the  city  of  Muskogee,  State 
of  Oklahoma,  and  is  now  and  for  more  than  one  year  last  past,  has 
been  engaged  in  the  sale  of  automobile  tires  and  inner  tubes,  and  in 
the  transportation  of  the  same  from  their  place  of  manufacture  to 
purchasers  thereof  in  other  States  of  the  United  States,  in  competi- 
tion with  other  individuals,  copartnerships,  and  corporations  simi- 
larly engaged. 

Par.  2.  That  the  Republic  Rubber  Co.  is  now,  and  has  continuously 
been  'since  the  year  1901,  a  corporation  organized,  existing,  and 
doing  business  under  and  by  virtue  of  the  laws  of  the  State  of  Ohio, 
and  for  more  than  10  years  last  past  has  been  engaged  in  the  manu- 
facture and  sale  of  automobile  tires  and  inner  tubes,  which  are 
manufactured  by  it  in  the  city  of  Yoimgstown,  Ohio,  and  have  been 
and  are  sold  through  dealers,  distributors,  and  agents  extensively 
throughout  the  United  States  under  the  brand  name  ^^  Republic." 
That  the  said  Republic  Rubber  Co.  has,  during  the  said  10  years 
last  past,  extensively  advertised  said  automobile  tires  and  inner 
tubes  so  that  they  have  become,  and  now  are,  widely  and  favorably 
known  by  the  said  brand  name  ^  Republic,"  and  that  a  valuable  good 
will  has  been  created  through  the  United  States  for  the  automobile 
tires  and  inner  tubes  of  the  Republic  Rubber  Co.  and  for  the  brand 
name  ^'Republic,"  under  which  they  have  been  and  are  sold  as 
aforesaid,  and  which  brand  name  has  come  to  signify  and  mean, 
and  does  now  signify  and  mean,  in  the  mind  of  the  public  that  the 
article  upon  which  it  appears  is  the  product  of  the  Republic  Rubber 
Co.,  of  Youngstown,  Ohio,  and  possesses  the  quality  and  is  capable 
of  the  services  attributed  to  the  products  of  said  Republic  Rubber 
Co.,  and  associated  therewith  by  the  public 
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Pab.  3.  That  the  respondent  in  the  year  1919  adopted  and  began 
to  use  and  ever  since  has  continued  to  use  as  its  corporate  title,  ^^The 
Great  Republic  Tire  &  Eubber  Manufacturing  Company,"  employing 
said  name  and  using  it  on,  upon,  and  in  connection  with  any  and  all 
pamphlets,  prospectuses,  letters,  bills,  stationery,  ana  literature  of 
any  kind  published,  circulated,  and  distributed  or  used  by  respondent 
in  the  conduct  of  its  business,  in  the  course  of  interstate  commerce 
and  otherwise,  including  its  certificates  of  stock  and  contracts  for 
sale  thereof  used  by  its  agents  and  salesmen  in  various  parts  of  the 
country,  and  has  extensively  advertised  its  business  and  its  products 
in  and  through  various.  States  of  the  United  States  under  and  by 
said  name,  '^  The  Great  Republic  Tire  &  Rubber  Manufacturing  Com- 
pany," and  has  adopted  and  used  as  a  brand  name  on  automobile  tires 
and  inner  tubes  produced  or  sold  by  it,  the  words  "  Great  Republic," 
and  in  addition  to  the  use  of  said  brand  words,  ^^  Great  Republic  " 
on  said  tires  and  other  products,  it  has  adopted  the  practice  of  plac- 
ing thereon  its  said  corporate  name  and  title,  to  wit:  ^The  Great 
Republic  Tire  &  Rubber  Manufacturing  Company,"  using  said  cor- 
porate name  and  designation  as  well  as  said  brand  name,  ^^  Great 
Republic,"  in  connection  with  each  and  all  of  its  products,  and  in  all 
kinds  of  business  transacted  by  it  in  the  course  of  interstate  com- 
merce or  otherwise,  which  corporate  title  and  brand  name  closely  re- 
semble the  aforesaid  corporate  title  and  brand  name  of  the  Republic 
Rubber  Co.,  and  the  effect  of  such  close  resemblance  between  said 
corporate  names,  as  well  as  between  said  brand  names,  has  been  to 
mislead  the  purchasing  public  to  a  substantial  extent  and  cause  them 
to  believe  that  the  respondent  and  the  Republic  Rubber  Co.  are  one 
and  the  same,  and  that  the  automobile  tires  and  inner  tubes  adver- 
tised for  sale  by  the  respondent  under  its  aforesaid  brand  name 
were  and  are  the  products  of  the  Republic  Rubber  Co.,  and  with  the 
further  effect  of  producing  embarrassment  and  confusion  among  the 
purchasing  public,  and  in  the  conduct  of  the  business  of  respondent 
and  of  the  Republic  Rubber  Co.,  of  Youngstown,  Ohio,  respectively ; 
and  that  the  natural  and  probable  effect  of  such  close  similarity  be- 
tween the  corporate  names  and  brand  names  of  respondent  and  the 
Republic  Rubber  Co.  of  Ohio  has  been  and  must  continue  to  be  de- 
ceptive and  misleading  so  long  as  such  method  of  competition  is  prac- 
ticed by  respondent. 

CONCIiUSIONS. 

That  the  methods  of  competition  set  forth  in  the  foregoing  find- 
ings are,  and  each  of  them  is,  under  the  circumstances  therein  set 
forth,  unfair  methods  of  competition  in  interstate  commerce  in  viola- 
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tion  of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled,  "An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST. 

The  Federal  Trade  Commission  having  issued  and  served  its  com- 
plaint herein,  wherein  it  is  alleged  that  it  had  reason  to  believe  that 
the  above-named  respondent,  The  Great  Kepublic  Tire  &  Rubber 
Manufacturing  Co.,  has  been  and  now  is  using  unfair  methods  of 
competition  in  interstate  commerce  in  violation  of  the  provisions  of 
section  5  of  an  act  of  Congress  approved  September  26, 1914,  entitled 
^^An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes,"  and  that  a  proceeding  by  it  in 
respect  of  such  alleged  violation  would  be  to  the  interest  of  the  pub- 
lic, and  fully  stating  its  charges,  and  the  respondent  having  duly  en- 
tered its  appearance  by  E.  C.  Marianelli,  its  attorney,  and  having 
duly  filed  its  answer  admitting  certain  of  the  allegations  of  said  com- 
plaint and  denying  certain  others  thereof,  and  said  attorney  having 
signed  and  filed  an  agreed  statement  of  facts  wherein  and  wh.ereby 
it  was  duly  stipulated  and  agreed  that  said  statement  of  facts  should 
be  taken  by  the  Commission  in  lieu  of  testimony  herein,  and  that  the 
Commission  might  forthwith  proceed  upon  such  agreed  statement  of 
facts  to  enter  its  report  and  findings  as  to  the  facts  and  its  order  dis- 
posing of  this  proceeding,  and  the  Commission  on  the  date  hereof 
having  made  and  filed  its  report  containing  its  findings  as  to  the 
facts  and  its  conclusions  that  respondent  has  violated  section  5  of 
an  act  of  Congress  approved  September  26, 1914,  entitled  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,"  and  which  said  report  is  hereby  referred  to 
and  made  part  hereof :  Now,  therefore, 

It  is  ordered,  That  respondent.  The  Great  Republic  Tire  &  Rubber 
Manufacturing  Co.,  and  its  officers,  directors,  agents,  servants,  and 
employees  cease  and  desist  from  using  or  applying  directly  or  in- 
directly the  brand  name  "  Great  Republic "  or  any  word  or  words, 
group  of  words,  phrase  or  phrases,  in  which  the  word  "  Republic " 
appears,  or  any  name,  character  or  sign,  indicative  or  suggestive 
thereof,  in,  on,  upon,  or  in  connection  with  its  tires,  tubes,  or  other 
products  or  articles  of  merchandise  sold,  or  offered  for  sale,  by  it, 
or  through  or  by  any  of  its  officers,  agents,  or  employees,  or  in,  on, 
upon,  or  in  connection  with  its  stationery,  prospectuses,  pamphlets, 
advertisements,  certificates  of  stock,  contracts  of  sale,  or  literature  of 
any  kind  or  nature,  and  from  applying  thereto,  or  thereon,  or  using 
in  connection  therewith,  directly  or  indirectly,  the  corporate  name  of 
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respondent,  ^^The  Great  Kepublic  Tire  &  Rubber  Manufacturings 
Company,"  except  in  connection  with  the  words  "  of  Muskogee,  Okla- 
homa," and  unless  there  is  substituted  in  the  place  and  stead  of  the 
brand  name  ^^  Great  Bepublic,"  heretofore  used  by  respondent,  an- 
other brand  or  trade  name,  equally  as  conspicuous  and  in  nowise 
similar  thereto  or  calculated  or  likely  to  mislead  or  cause  the  public  to 
believe  that  the  automobile  tires,  inner  tubes,  or  other  products  or 
articles  sold  or  offered  for  sale  by  the  respondent  are  the  automobile 
tires,  inner  tubes,  or  products  or  articles  sold  or  offered  for  sale  by 
the  Bepublic  Rubber  Co.  of  Ohio. 

It  is  further  ordered^  That  the  respondent  make  and  file  with  the 
Federal  Trade  Commission  not  later  than  the  15th  day  of  October, 
1920,  a  report  in  detail  of  the  manner  and  form  in  which  it  has  com- 
plied with  this  order. 
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FEDEKAL  TKADE  COMMISSION 

H.  NORWOOD  EWING,  DOING  BUSINESS  UNDER  THE 
FIRM  NAME  AND  STYLE  OF  LIBERTY  PAPER  CO. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  5  OF 
AN  ACT  OF  CONGRESS   APPROVED  SEPTEMBER   26,    1914. 

Docket  850.— September  8,  1020. 

Stuabus. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  a  gum  paper 
known  as  ''sealing  tape"  expended  annually  a  substantial  sum  of  money 
in  advertising,  and  thereafter  an  individual  engaged  as  a  ''converter*'  in 
the  sale  of  toilet  paper  and  paper  bags, 

(a)  Adopted  the  same  name  as  the  corporation,  with  resulting  confusion  in 
malls  and  remittances ; 

(&)  Advertised  and  represented  himself  as  a  manufacturer  of  toilet  paper 
and  paper  bags,  the  facts  being  that  (1)  he  owned  no  mill  making  toilet 
paper,  \2)  his  interest  in  such  mill  had  been  very  limited  both  in  time  and 
amount,  and  (3)  his  interest  in,  and  representation  as  sales  agent  of,  a 
paper-bag  factory  had  been  likewise  limited ;  and 

(e)  Advertised  and  represented  the  prices  quoted  by  him  as  being  f.  o.  b. 
warehouses  in  three  cities  named,  in  two  of  which  he  had  no  warehouses ; 

Intending  by  so  advertising  and  holding  himself  out  as  a  manufacturer  to 
mislead  the  public  into  believing  that  by  purchasing  from  him  it  would 
eliminate  the  middleman's  profit: 

Held,  That  such  simulation,  and  such  false  and  misleading  advertising  and 
representations,  under  the  circumstances  set  forth,  constituted  unfair  meth- 
ods of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  H.  Norwood  Ewing  herein- 
after referred  to  as  respondent,  doing  business  under  the  firm  name 
and  style  of  Liberty  Paper  Co.,  has  been  and  is  using  unfair  meth- 
ods of  competition  in  interstate  commerce  in  violation  of  the  provi- 
sions of  section  5  of  an  act  of  Congress  approved  September  26, 1914, 
entitled,  ^^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,''  and  it  appearing  that  a 
proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of  the 
public,  issues  this  complaint,  stating  its  charges  in  that  respect,  on 
information  and  belief,  as  follows : 

Pahagraph  1.  That  the  respondent,  H.  Norwood  Ewing,  is  now, 
and  for  more  than  one  year  last  past  has  been,  engaged  in  the  busi- 
ness of  purchasing  paper  in  bulk  in  the  various  States  and  Territories 
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of  the  United  States,  whence  the  same  is  and  has  been  transported 
to  the  place  of  business  of  the  respondent  in  the  city  of  New  York, 
where  said  paper  purchased  in  bulk  by  respondent  is  converted  by 
him  into  paper  bags,  toilet  paper,  and  similar  paper-products  and 
then  sold  and  distributed  by  the  respondent  generally  in  conmierce 
through  and  among  the  various  States  of  the  United  States,  the 
Territories  thereof,  and  the  District  of  Columbia  in  direct  competi- 
tion with  other  persons,  firms,  copartnerships,  and  corporations 
similarly  engaged. 

Par.  2.  That  since  January  10,  1919,  and  for  many  years  prior 
thereto  a  corporation  of  the  State  of  Massachusetts,  whose  title  was 
and  is  Liberty  Paper  Co.,  had  a  branch  office  in  the  city  of  New 
York  aforesaid,  and  had  and  still  has  an  established  business  in  the 
State  of  New  York  and  adjoining  States  in  the  manufacture  and 
sale  in  commerce  of  various  paper  products,  which  it,  the  said  Liberty 
Paper  Co.,  manufactures,  and  such  company  and  its  products  have 
been  for  many  years  and  are  now  well  known  in  the  paper  trade, 
particularly  in  the  city  of  New  York  aforesaid. 

Par.  3.  That  since  the  month  of  January,  1919,  the  respondent, 
H.  Norwood  Ewing,  has  been  conducting  his  business  of  purchasing 
paper  in  bulk,  converting  the  same  into  .paper  bags,  toilet  paper,  and 
other  paper  products,  and  then  selling  such  paper  bags,  toilet  pa]per, 
and  other  paper  products  in  commerce  under  the  firm  name  and  style 
of  Liberty  Paper  Co.,  with  the  effect  of  misleading  the  public  and 
inducing  the  public  to  believe  that  the  business  which  respondent 
was  conducting  was  the  business  of  the  Liberty  Paper  Co.,  the  cor- 
poration aforementioned,  and  with  the  further  effect  of  causing  em- 
barrassment and  confusion  in  the  conduct  of  the  business  of  the 
Liberty  Paper  Co.,  the  said  corporation,  and  with  the  further  effect, 
among  others,  of  securing  to  the  respondent  the  benefit  of  the  ad- 
vertising of  the  said  corporation.  Liberty  Paper  Co.,  and  the  benefit 
of  its  good  reputation  in  the  trade. 

Par.  4.  That  respondent,  since  the  month  of  January,  1919,  has 
represented  to  the  public  and  to  the  paper-buying  trade  by  means 
of  advertising  and  by  various  other  means  that  the  Liberty  Paper 
Co.,  the  trade  name  which  as  hereinafter  mentioned  he  has  used  since 
the  month  of  January,  1919,  is  a  manufacturer  of  paper,  when  iu 
fact  said  respondent  is  not  a  manufacturer  of  paper,  but,. on  the 
other  hand,  a  purchaser  of  paper  in  bulk,  which  is  converted  by 
respondent  into  the  finished  product  and  then  sold  and  shipped  in 
competition  with  other  persons,  firms,  copartnerships,  and  corpora- 
tions, similarly  engaged,  to  various  purchasers  thereof  throughout 
the  States  and  Territories  of  the  United  States,  and  the  District  of 
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Columbia ;  that  the  effect  thereof  was  and  is  to  induoe  purchasers  of 
paper  products  into  the  belief  that  the  respondent  is  a  manufacturer 
of  such  paper  products,  and  thereby  secure  to  respondent  a  prefer- 
ence over  jobbers  similarly  engaged  as  respondent  in  the  converting 
of  bulk  paper  into  paper  products. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

The  Federal  Trade  Commission  having  issued  and  served  its  com- 
plaint herein,  wherein  it  is  alleged  that  it  had  reason  to  believe  that 
the  above-named  respondent,  H.  Norwood  Ewing,  doing  business  un- 
der the  firm  name  and  style  of  Liberty  Paper  Co.,  had  been  and  is 
using  imf  air  methods  of  competition  in  interstate  commerce  in  vio- 
lation of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled  ^^An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes,"  and 
has  been  and  is  engaged  in  the  business  of  purchasing  paper  in  bulk 
in  the  various  States  and  Territories  of  the  United  States  and  trans- 
porting it  to  his  place  of  business  in  the  city  of  New  York,  where  he 
converts  it  into  paper  bags  and  toilet  paper  and  similar  paper  prod- 
ucts, and  distributes  the  same  generally  in  commerce  through  and 
among  the  several  States  and  Territories  of  the  United  States  in 
competition  with  other  persons  and  corporations  simUarly  engaged; 
and  that  he  has  been  and  is  conducting  such  business  under  the  name 
and  title  of  Liberty  Paper  Co.;  and  that  there  is  a  Massachusetts 
corporation  of  the  same  name  with  an  office  and  an  established  busi- 
ness in  the  city  of  New  York,  which  company  and  its  products  have 
been  for  many  years  well  known  in  the  paper  trade,  particularly  in 
the  city  of  New  York;  and  that  respondent  by  the  adoption  of  the 
name  ^^ Liberty  Paper  Company"  misled  the  public,  and  induced  it 
to  believe  that  the  business  of  respondent  was  the  business  of  said 
Massachusetts  corporation ;  and  that  said  respondent  has  represented 
to  the  public  and  the  paper-buying  trade,  by  means  of  advertisements 
and  other  means,  that  the  Liberty  Paper  Co.,  the  trade  name  of  re- 
spondent, is  a  paper  manufacturer  when  in  truth  and  in  fact  said 
respondent  is  not  a  manufacturer  of  paper  but  a  purchaser  of  paper 
in  bulk,  which  is  converted  by  respondent  into  the  finished  product, 
and  then  sold  and  shipped  in  competition  with  other  persons  and  cor- 
porations similarly  engaged  to  purchasers  throughout  the  States  and 
Territories  of  the  United  States;  and  that  a  proceeding  by  it  in 
respect  to  the  allegations  herein  set  forth  would  be  to  the  interest  of 
the  public,  and  fully  stating  its  charges  in  this  respect,  and  the  re- 
spondent having  entered  his  appearance  by  Joseph  S.  Cohen,  his  at- 
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tomey,  and  a  hearing  having  been  had  upon  the  allegations  of  the 
complaint  and  testimony  taken,  the  Commission  makes  this  report 
and  findings  as  to  the  facts  in  this  proceeding. 

FINDINGS  AS  TO  FAOr& 

Pabagraph  1.  The  respondent  at  the  times  mentioned  in  the  com  - 
plaint  was  engaged  in  business  under  the  name  and  style  of  Liberty 
Paper  Co.,  under  which  name  he  purchased  toilet  paper  and  paper 
bags  of  manufacturers  and  resold  the  same  to  wholesale  dealers  and 
shipped  the  same  into  several  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia;  that  re^ondent  in  the  con- 
duct of  his  business  maintained  an  office  in  the  city  of  New  York 
and  also  in  the  city  of  Chicago;  that  the  Liberty  Paper  Co.,  as  used 
by  respondent,  was  not  incorporated. 

Pab.  2.  The  respondent  carried  on  such  business  in  direct  com* 
petition  with  many  other  persons  and  corporations  similarly  engaged 
in  interstate  commerce. 

Par.  3.  During  the  time  respondent  was  so  conducting  his  busi- 
ness under  the  name  of  the  Liberty  Paper  Co.  there  was  and  still  is  a 
Massachusetts  corporation  of  that  name  maintaining  its  principal 
office  at  62  Vanderbilt  Avenue,  New  York  City,  which  company  was 
incorporated  in  1910  and  owns  and  operates  a  factory  at  Bellows 
Falls,  Vt.  The  business  of  the  Massachusetts  corporation  is  the 
manufacture  of  a  variety  of  gum  paper  known  as  sealing  tape.  It 
does  not  manufacture  paper  but  does  manufacture  tapes.  It  ex- 
pends about  $30,000  annually  in  advertising,  using  such  methods  as 
Saturday  Evening  Post,  Literary  Digest,  System,  Printer's  Ink,  and 
trade  journals. 

Par.  4.  Said  Massachusetts  corporation  received  a  great  many 
letters  and  checks  intended  for  respondent,  but  has  never  secured 
any  business  intended  for  respondent,  and  it  is  not  known  that  re- 
spondent obtained  any  business  intended  for  said  Massachusetts  cor- 
poration. 

Far.  6.  The  respondent's  main  office  is  in  the  Woolworth  Building, 
in  the  city  of  New  York.  He  holds  himself  out  to  the  public  as  a 
manufacturer  of  paper  bags  and  toilet  papers.  In  his  circular  letters 
sent  to  the  trade  throughout  the  several  States  of  the  United  States, 
of  which  Exhibits  1,  2,  and  5  are  samples,  -he  holds  himself  out 
to  the  trade  as  a  manufacturer  of  toilet  paper  and  paper  towels. 
Exhibits  1,  2,  and  5  were  sent  to  wholesale  paper  dealers  in 'every 
State  of  the  United  States.  The  printed  heading  of  each  contains 
the  statement  that  respondent  is  a  manu&cturer  of  toilet  pai)er 
and  paper  towels  or  displays  the  wprd  ^^  manufacturers  "  in  oonnec- 
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tion  with  the  words  "  paper  bags  **  and  "  toilet  paper.*'  Under  the 
word  ^^  mills,"  on  the  margin  of  Exhibits  1,  2,  8,  and  4,  are  the  words 
"New  York,"  "Pennsylvania,"  and  "Wisconsin."  On  exhibit  2 
"  Massachusetts  "  is  added. 

Par.  6.  Respondent  does  not  now  own  and  never  has  owned  any 
mills  in  any  of  the  States  named  in  said  circular  letters,  nor  in  any 
other  Stat«,  which  manufactures  toilet  paper,  and  respondent  does 
not  now  own  and  never  has  owned  any  interest  in  any  mill  manu- 
facturing toilet  paper,  except  that  from  the  early  part  of  1919  until 
the  fall  of  that  year  respondent  owned  two  shares  of  the  capital  stock 
of  the  Daniels  Manufacturing  Co.,  of  Rhinelander,  Wis.,  of  the  par 
value  of  $100  each,  which  company  had  two  machines  for  convert- 
ing paper  rolls  into  toilet  paper. 

Par.  7.  In  August,  1918,  respondent,  with  others,  organized  the 
Victory  Bag  &  Paper  Co.,  of  Marinette,  Wis.,  and  became  the  owner 
of  one-third  of  the  authorized  capital  stock  of  that  company  of  the 
par  value  of  $17,500,  which  he  held  until  August,  1919.  The  Vic- 
tory Bag  &  Paper  Co.  did  not  manufacture  any  paper  bags  to  any 
extent  until  December,  1918.  In  August,  1919,  respondent  disposed 
of  his  stock  in  the  Victory  Bag  &  Paper  Co.  and  has  had  no  financial 
interest  in  that  company  since  that  time. 

Par.  8.  During  the  years  1917  and  1918  respondent  purchased  prac- 
tically all  of  the  products  handled  by  him  from  paper  mills  in  which 
he  had  no  financial  interest,  which  product  was  sold  by  him  to  the 
trade  throughout  the  United  States  and  shipped  either  direct  from 
the  manufacturer  to  the  purchaser  or  from  divers  places  where  it  was 
stored  in  public  warehouses. 

Par.  9.  Respondent  represented  to  the  trade  that  the  prices  quoted 
by  him  were  "  f .  o.  b.  our  warehouse,  Springfield,  Mass.,  Atlanta,  Ga., 
and  Chicago,  111."  Respondent  neither  owns  nor  maintains  a  ware- 
house at  Springfield,  Mass.,  or  at  Atlanta,  Ga.,  but  did  own  one  at 
Chicago,  111.  The  warehouses  referred  to  in  Springfield,  Mass.,  and 
Atlanta,  Ga.,  are  public  warehouses  in  which  respondent  stored  stocks 
of  paper  bags  and  toilet  paper  purchased  from  manufacturers. 

Par.  10.  In  the  year  1919  respondent  purchased  about  six-elevenths 
of  all  paper  bags  sold  by  him  from  mills  other  than  that  of  the  Vic- 
tory Bag  &  Paper  Co.,  in  which  he  was  a  stockholder  prior  to  August 
1, 1919. 

Par.  11-  During  the  time  respondent  was  a  stockholder  in  the  Vic- 
tory Bag  &  Paper  Co.  he  handled  about  one-third  of  its  output,  dis- 
posing of  the  same  in  the  States  of  Illinois,  Wisconsin,  Indiana,  Mis- 
souri, and  Iowa  as  sales  agent  He  also  had  the  privilege  of  selling 
in  St.  Paul  and  Minneapolis.    During  the  time  respondent  acted  as 
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sales  agent  for  the  Victory  Bag  A  Paper  Ck>.  the  president  of  that 
company  had  an  interest  in  the  agency  to  the  extent  of  25  per  cent  of 
its  profits. 

Par.  12.  Respondent  does  not  now  and  never  has  represented  any 
mill  manufacturing  toilet  paper,  and  does  not  now  and  never  has 
manufactured  toilet  paper,  and  has  never  had  any  interest  in  any  mill 
manufacturing  toilet  paper  except  that  during  a  part  of  the  year  1919 
he  owned  two  shares  of  capital  stock  in  the  Daniels  Manufacturing 
Co.,  of  Rhinelander,  Wis.,  of  the  par  value  of  $100  each. 

Par.  13.  The  product  handled  by  respondent  was  labeled  and 
branded  with  various  brands  and  labels,  which  labels  were  manu- 
factured for  him  and  furnished  by  him  to  the  mills  from  whidi  he 
purchased  the  paper  productjs  to  be  attached  to  such  products.  Bb 
was  not  filing  agent  for  any  mills  of  either  the  States  of  Pennsyl- 
vania or  New  York. 

Par.  14.  About  one-fourth  of  the  toilet  paper  handled  by  re- 
spondent was  made  from  so-called  Jimibo  rolls,  purchased  by  him 
and  delivered  to  mills  to  be  converted  into  toilet  paper;  the  remain- 
ing three-fourths  was  purchased  direct  from  the  miUs  and  branded 

with  respondent's  brands  and  marked  with  his  labels. 
Par.  15.  A  converter  in  the  paper  trade  is  one  who  purchases 

^  Jimibo  rolls  "  of  the  manufacturer  and  converts  it  into  commercial 
articles.  A  manufacturer  is  one  who  makes  paper  from  raw  ma- 
terial or  who  makes  pulp  and  makes  paper  from  the  pulp. 

Par.  16.  In  so  advertising  and  holding  itself  out  to  the  public  as 
a  manufacturer  of  paper  bags  and  toilet  paper,  the  respondent  in- 
tended to  mislead  the  public  into  believing  that  by  purchasing  such 
products  from  him  it  was  eliminating  the  profit  of  the  middle  man. 

CX)N0LITSI0K8. 

The  methods  of  competition  set  forth  in  the  foregoing  findings  of 
facts  and  each  and  all  of  them  are,  under  the  circumstances  therein 
set  forth,  unfair  methods  of  competition  in  interstate  commerce  in 
violation  of  section  5  of  the  act  of  Congress  approved  September 
26,  1914,  entitled  ^'An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

The  Federal  Trade  Commission  having  issued  and  served  its  com- 
plaint herein  and  the  respondent,  H.  Norwood  Ewing,  doing  business 
nnder  the  firm  name  and  style  of  Liberty  Paper  Co.,  having  entered 
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its  appearance  by  Joseph  G.  Cohen,  his  attorney,  and  the  said  respond- 
ent by  his  attorney  having  served  and  filed  his  answer  to  said  com- 
plaint, and  testimony  having  been  taken  in  support  of  said  complaint 
and  on  behalf  of  said  respondent  in  support  of  said  answer,  and  the 
Commission  having  made  its  findings  as  to  the  facts  and  its  conclu- 
sions in  this  proceeding,  and  on  the  date  hereof  having  made  and 
filed  a  report  containing  its  findings  as  to  the  facts  and  its  conclusions 
that  the  respondent  has  violated  section  5  of  an  act  of  Congress  ap- 
proved September  26,  1914,  entitled,  ^^An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes,"  which  said  report  is  hereby  referred  to  and  made  a  part 
hereof:  Therefore, 

It  is  hereby  ordered^  That  the  respondent,  H.  Norwood  Ewing,  his 
agents,  servants,  and  employees,  desist  from : 

(1)  Transacting  business  under  the  name  and  style  of  Liberty 
Paper  Co.,  and  from  using  the  name  Liberty  Paper  Co.  as  a  trade 
name. 

(2)  From  holding  himself  out  or  advertising  himself  as  a  manu- 
facturer of  paper  bags,  toilet  paper,  and  paper  towels,  or  any  or  either 
of  said  paper  products  or  as  a  manufacturer  of  any  paper  product. 

(3)  From  advertising  to  the  trade  and  the  public  that  he  owns  or 
controls  any  mill  or  mills  for  the  manufacture  of  paper  bags,  toilet 
paper,  paper  towels,  or  other  paper  products  in  the  States  of  New 
York,  Pennsylvania,  and  Wisconsin,  or  elsewhere. 

(4)  That  within  60  days  from  the  date  of  the  service  of  this  order 
upon  you,  you  report  to  the  Commission  how  and  in  what  manner 
you  have  complied  with  the  terms  of  this  order. 
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FEDERAL  TRADE  COMMISSION 

V. 

SPARROWS  POINT  STORE  COMPANY. 

OOKFLAINT  IN  THE  MATTER  OF  THE  AUUBGED  VIOLATION  OF  SECTION  6  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  506.— September  8,  1920. 

Stclabub. 

Where  a  corporation  engaged  in  the  sale  of  ship  supplies,  gave  to  officers  of 
yessels  who  inspected  and  approved  supplies  sold  and  delivered  by  it  to 
their  vessels,  gratuities  such  as  cigars,  meals,  and  entertainment,  and  sums 
of  money,  for  the  purpose  of  retaining  their  good  will  and  of  securing  their 
future  patronage,  and  as  an  inducement  for  them  to  influence  their  em- 
ployers to  purchase  or  contract  to  purchase  supplies  from  it : 

Held,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  the 
preliminary  investigation  made  by  it  that  the  Sparrows  Point  Store 
Co.,  hereinafter  referred  to  as  respondent,  is  now  and  for  more  than 
a  year  last  past  has  been  using  unfair  methods  of  competition  in 
interstate  and  foreign  commerce  in  violation  of  the  provisions  of 
section  5  of  an  act  of  Congress  approved  September  26,  1914,  en- 
titled ^^  An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,"  and  it  appearing  that  a 
proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of  the 
public,  issues  this  complaint,  stating  its  charges  in  that  respect  on 
information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent,  the  Sparrows  Point  Store  Co., 
is  a  corporation  organized  and  existing  and  doing  business  under  and 
by  virtue  of  the  laws  of  the  State  of  Maryland,  having  its  principal 
office  and  place  of  business  at  Sparrows  Point,  and  its  ship  chan- 
dlery store  at  Baltimore,  State  of  Maryland,  and  is  now  and  for 
more  than  one  year  last  past  has  been  engaged  in  selling  groceries, 
meats,  dry  goods,  clothing,  boots  and  shoes,  drugs,  coal  and  wood, 
deck  and  engine  supplies  for  ships,  in  interstate  and  foreign  com- 
merce, and  that  at  all  times  hereinafter  mentioned  the  respondent  has 
carried  on  and  conducted  such  business  in  competition  with  other 
persons,  firms,  copartnerships,  and  corporations  selling  like  products. 
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Par.  2.  That  in  the  course  of  its  business  of  selling  groceries,  meats, 
dry  goods,  clothing,  boots  and  shoes,  drugs,  coal  and  wood,  deck  and 
engine  supplies  for  ships,  in  interstate  and  foreign  commerce,  the 
respondent  for  more  than  one  year  last  past  has  been  giving  and 
offering  to  give  to  employees,  such  as  captains,  chief  engineers,  and 
stewards  of  ships,  of  both  its  customers  and  prospective  customers, 
and  its  competitors'  customers  and  prospective  customers,  as  an  in- 
ducement to  influence  their  employers  to  purchase  or  contract  to 
purchase  from  the  respondent,  groceries,  meats,  dry  goods,  clothing, 
boots  and  shoes,  drugs,  coal  and  wood,  deck  and  engine  supplies  for 
ships,  without  other  consideration  therefor,  gratuities  such  as  liquor, 
cigars,  meals,  and  entertainment. 

Par.  3.  That  in  the  course  of  its  business  of  selling  groceries, 
meats,  dry  goods,  clothing,  boots  and  shoes,  drugs,  coal  and  wood, 
deck  and  engine  supplies  for  ships,  in  interstate  and  foreign  com- 
merce, the  respondent  for  more  than  one  year  last  past  has  been  giv- 
ing and  offering  to  give  to  employees,  such  as  captains,  chief  engi- 
neers, and  stewards  of  ships,  of  both  its  customers  and  prospective 
customers,  and  its  competitors'  customers  and  prospective  customers, 
without  the  knowledge  and  consent  of  their  employers,  large  sums 
of  money  as  an  inducement  to  influence  their  said  employers  to  pur- 
chase or  contract  to  purchase  from  the  respondent  groceries,  meats, 
dry  goods,  clothing,  boots  and  shoes,  drugs,  coal  and  wood,  deck  and 
engine  supplies  for  ships,  or  to  influence  such  customers  to  refrain 
from  dealing  or  contracting  to  deal  with  competitors  of  the  respond- 
ent; that  within  the  year  last  past  the  respondent  gave  large  sums 
of  money  to  employees  of  the  following  ships : 

Ships  operated  for  the  United  States  Shipping  Board  Emergency 
Fleet  Corporation — Aberdeen^  AUentovm^  Alamosa^  Anacortea^  East- 
ern Star^  Crahtree^  Oottonplant^  Gtmston  HaU,  Hwah  Jah^  Lake 
Olencoe^  Mattapan^  Opelike^  and  Walden; 

Private-owned  ships — Caledaniaj  Clan  Morrison,  Eigen  HuUp  11^ 
Gadic  Prince^  Olastonburg,  Harfland  Point,  KeVbergen,  Serpentine, 
Sidlow  Range,  Southemdovm,  ThurUmd  Castle,  Tudor  Prince,  and 
TFar  Sword. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

The  Federal  Trade  Commission  having  issued  and  served  its  com- 
plaint herein,  wherein  it  is  alleged  that  it  had  reason  to  believe  that 
the  above-named  respondent,  the  Sparrows  Point  Store  Co.,  has 
been  and  now  is  using  imf air  methods  of  competition  in  interstate 
and  foreign  commerce  in  violation  of  the  provisions  of  section  5  of 
an  act  of  Congress  approved  September  26,  1914,  entitled,  "  An  act 
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to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  and  that  a  proceeding  by  it  in  that 
respect  would  be  to  the  interest  of  the  public,  and  fully  stating  its 
charges  in  that  respect,  and  the  respondent  having  entered  its  ap- 
pearance by  Preston  &  Field,  its  attorneys,  and  having  filed  its 
answer  admitting  certain  of  the  matters  and  things  therein  as  al- 
leged and  denying  certain  others  thereof,  and  thereafter  having 
made  and  executed  an  agreed  statement  of  facts  which  has  been 
heretofore  filed,  in  which  it  is  stipulated  and  agreed  by  the  re- 
spondent that  the  Federal  Trade  Commission  shall  take  such  agreed 
statement  of  facts  as  evidence  in  this  case  and  in  lieu  of  testimony, 
and  shall  forthwith  thereupon  make  its  report  stating  its  findings 
as  to  the  facts,  its  conclusions,  and  its  order  disposing  of  this  pro- 
ceeding, without  the  introduction  of  testimony,  and  the  attorneys 
for  the  Commission  and  the  respondent  having  submitted  briefs 
as  to  the  law  and  facts  and  having  waived  the  presentation  of  oral 
argument  on  the  same,  the  Commission,  having  duly  considered 
the  record  and  being  fully  advised  in  the  premises,  now  makes  this 
its  report,  stating  its  findings  as  to  the  facts,  and  its  conclusion,  as 
follows : 

FIKDINOS  AS  TO  THE  FACTIS. 

Pasaobafh  1.  That  the  respondent,  the  Sparrows  Point  Store  Co., 
is  a  corporation  organized,  existing,  and  doing  business  under  and 
by  virtue  of  the  laws  of  the  State  of  Maryland,  having  its  home 
office  located  at  the  city  of  Baltimore,  in  said  State,  and  is  now 
and  for  more  than  one  year  last  past  has  been  engaged  in  selling 
supplies  and  stores  for  ships  in  interstate  and  foreign  commerce, 
in  competition  with  other  persons,  firms,  copartnerships,  and  cor- 
porations selling  like  products. 

Pas.  2.  That  in  the  course  of  said  business  the  respondent  pur- 
chases and  enters  into  contracts  for  the  purchase  of  supplies  and 
stores  for  ships  in  the  different  States  of  the  United  States,  trans- 
porting the  same  through  other  States  of  the  United  States  to  the 
city  of  Baltimore,  where  they  are  sold  and  offered  for  sale  to  pur- 
chasers thereof;  that  after  such  supplies  and  stores  are  sold  they 
are  delivered  to  the  purchasers  thereof  in  said  city  of  Baltimore 
for  use  and  consumption  by  their  ships  upon  the  high  seas  in  and 
beyond  the  territorial  waters  of  the  United  States. 

Pab.  8.  That  in  the  course  of  its  business  of  selling  supplies  and 
stores  for  ships  in  interstate  and  foreign  commerce  as  aforesaid, 
the  respondent  sells  and  furnishes  supplies  and  stores  principally 
to  domestic  and  foreign-ownc^  ships  calling  at  the  port  of  Balti- 
more, contracts  for  which  in  many  instances  having  been  negotiated 
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and  entered  into  with  the  owners  of  said  ships  in  advance,  both 
in  this  country  and  in  foreign  countries;  that  on  the  arrival  of 
such  ships  at  the  port  of  Baltimore  a  representative  of  the  re- 
spondent visits  the  ships  and  solicits  from  the  captain  or  other 
officer  an  order  for  supplies  and  stores. 

Pas.  4.  That  in  the  course  of  its  business  of  selling  supplies  and 
stores  for  ships  in  interstate  and  foreign  commerce  as  aforesaid,  and 
after  contracts  for  such  supplies  have  been  made  and  executed  by 
duly  authorized  agents  of  said  ships,  and  the  officer  or  officers  of  said 
ships  have  selected  and  ordered  supplies  and  the  supplies  have  been 
delivered  and  inspected  by  said  officer  and  he  has  given  his  approval 
of  the  respondent's  invoice  of  the  same,  it  has  been  the  practice  of 
the  respondent  for  more  than  one  year  last  past  to  give  such  officers, 
before  the  ship  departs  for  other  ports  in  this  or  foreign  countries 
with  the  supplies  so  purchased  from  the  respondent,  gratuities  such 
as  cigars,  meals,  and  entertainment,  also  sums  of  money,  for  the 
purpose  of  retaining  the  officers'  good  will,  and  to  secure  their  future 
patronage,  and  as  an  inducement  to  influence  their  employers  to 
purchase  or  contract  to  purchase  from  the  respondent  supplies  and 
stores  for  their  ships. 

Pab.  5.  That  in  the  course  of  its  business  of  selling  supplies  for 
8hi}>s  in  interstate  and  foreign  commerce  as  aforesaid  and  after  con- 
tracts have  been  made  with  duly  authorized  agents  of  such  ships,  and 
the  officer  or  officers  of  the  ship  have  selected  and  ordered  supplies, 
and  the  supplies  have  been  delivered  and  inspected  by  said  officer 
and  he  has  given  his  approval  of  the  respondent's  invoice  of  the 
same,  respondent  has  given  sums  of  money  to  officers  of  the  following 
ships  for  the  purpose  of  retaining  their  good  will  and  to  secure  their 
future  patronage,  and  as  an  inducement  to  influence  their  employers 
to  purchase  or  contract  to  purchase  from  the  respondent  supplies 
and  stores  for  said  ships :  Aberdeen^  AUentown^  Alamoaaj  Anacortes^ 
Eastern  Star,  Ordbtree,  Cottonplantj  Gunston  HaU,  Hwah  J  ah,  Lake 
Gl&ncoe,  Mattapan,  Opelike,  Waldeuj  Caledonia,  Clan  Morrison, 
Eigon  Bvlp  II,  Gaelic  Prince,  Glastonhurg,  Hartlamd  Point,  KeV- 
bergen,  Serpentme,  Sidlow  Range,  Southemdown,  Thurland  Castle, 
Tudor  Prince,  and  War  Sword. 

CONCLUSION. 

That  the  methods  of  competition  set  forth  in  the  foregoing  findings 
as  to  facts,  in  paragraphs  1,  2,  8,  4,  and  5,  and  each  and  all  of  them 
are,  under  the  circumstances  therein  set  forth,  unfair  methods  of 
competition  in  interstate  and  foreign  commerce  in  violation  of  the 
provisions  of  section  6  of  the  act  of  Congress  approved  September 
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26,  1914,  entitled  ^'An  act  to  create  a  Federal  Trade  Commission, 
to  define  its  powers  and  duties,  and  for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST. 

The  Federal  Trade  Conmiission,  having  issued  and  served  its  com- 
plaint herein,  and  the  respondent,  the  Sparrows  Point  Store  Co., 
having  entered  its  appearance  by  Preston  &  Field,  its  attorneys,  and 
having  filed  its  answer  and  thereafter  having  made,  executed,  and 
filed  an  agreed  statement  of  facts  in  which  it  is  stipulated  and  agreed 
that  the  Federal  Trade  Conmiission  shall  take  such  agreed  statement 
of  facts  as  evidence  in  this  case  and  in  lieu  of  testimony  and  proceed 
forthwith  upon  the  same  to  make  therein  its  report,  stating  its  find- 
ings as  to  the  facts  and  its  conclusions  and  its  order  without  the  in- 
troduction of  testimony,  and  waiving  therein  any  and  all  right  it 
may  have  to  require  the  introduction  of  testimony,  and  the  Federal 
Trade  Commission  having  made  and  entered  its  report  stating  its 
findings  as  to  the  facts  and  its  conclusion  that  the  respondent  has 
violated  section  5  of  an  act  of  Congress  approved  September  26, 1914, 
entitled,  ^^An  act  to  create  a  Federal  Trade  Commissibn,  to  define  its 
powers  and  duties,  and  for  other  purposes,"  which  said  report  is 
hereby  referred  to  and  made  a  part  hereof :  Now,  therefore. 

It  is  ordered,  That  the  respondent,  the  Sparrows  Point  Store  Co., 
its  officers,  agents,  representatives,  servants,  and  employees,  cease  and 
desist  from  directly  or  indirectly  giving  or  bffering  to  give  gratuities 
such  as  cigars,  meals,  entertainment,  and  sums  of  money  to  captains, 
chief  engineers,  stewards,  and  other  employees  of  ships  of  its  cus- 
tomers or  prospective  customers  for  the  purpose  of  retaining  their 
good  will  or  to  secure  their  future  patronage  or  as  an  inducement  to 
influence  their  employers  to  purchase  or  contract  to  purchase  from 
the  respondent  supplies  and  stores  for  their  ships. 

It  is  further  ordered,  That  the  respondent  make  and  file  with  the 
Conmiission  not  later  than  the  31st  day  of  December,  A.  D.  1920,  a 
report  in  detail  of  the  manner  and  form  in  which  this  order  has  been 
conformed  to. 
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SHOTWELL  MANUFACTURING  COMPANY; 

OOKFUIIKT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  6  OF 
AN  ACT  OF  GONORESS  APPROVED  SEPTEMBER  26,  1014. 

Docket  502.— September  8, 1920. 

STXXABT78. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  candy  and  kindred 
products  gave  and  offered  to  give  to  salesmen  of  merchants  and  Jobbers 
handling  its  products  and  those  of  its  competitors,  with  the  knowledge  of 
said  Jobbers  but  without  the  knowledge,  so  far  as  said  corporation  was 
advised,  of  the  retailers  and  customers  who  purchased  its  products  from 
said  Jobbers,  yaluable  premiums  and  presents  consisting  of  watches, 
Jewelry,  and  other  personal  property,  as  an  inducement  for  them  to  push 
the  sale  of  its  goods  in  preference  to  similar  products  of  its  competitors : 

Held,  That  such  gifts  and  offers  to  giye,  under  the  circumstances  set  forth, 
constituted  an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  the  Shotwell  Manufactur- 
ing Co.,  hereinafter  referred  to  as  the  respondent,  has  been  and  is 
using  unfair  methods  of  competition  in  interstate  commerce,  in  viola- 
tion of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled  ''An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes,"  and 
it  appearing  that  a  proceeding  by  it  in  respect  thereof  would  be  to 
the  interest  of  the  public,  issues  this  complaint,  stating  its  charges 
in  that  respect  on  information  and  belief,  as  follows : 

PabagraphI.  That  the  respondent,  the  Shotwell  Manufacturing 
Co.,  is  now  and  was  at  all  times  hereinafter  mentioned  a  corporation 
organized,  existing,  and  doing  business  under  and  by  virtue  of  the 
laws  of  the  State  of  Illinois,  having  its  principal  factory,  office,  and 
place  of  business  located  in  the  city  of  Chicago  in  said  State,  now 
and  for  more  than  two  years  last  past  engaged  in  the  manufacture 
and  sale  of  candy  and  kindred  products  among  the  several  States 
of  the  United  States,  the  Territories  thereof,  and  the  District  of 
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Columbia  in  direct  competition  with  other  persons,  firms,  copartner- 
ships, and  corporations  similarly  engaged. 

Par.  2.  That  the  respondent,  the  Shotwell  Manufacturing  Co.,  in 
the  conduct  of  its  business  manufactures  such  candy  and  kindred 
products  so  sold  by  it  at  one  of  its  factories  located  in  the  city  of 
Chicago,  State  of  Illinois,  and  in  another  of  its  factories  located 
in  the  town  of  Arthur,  State  of  Iowa,  and  purchases  and  enters  into 
contracts  of  purchase  for  the  necessary  component  materials  needed 
therefor  in  different  States  and  Territories  of  the  United  States, 
transporting  the  same  through  other  States  of  the  United  States 
in  and  to  the  said  city  of  Chicago  and  in  and  to  the  said  town  of 
Arthur,  where  they  are  made  into  the  finished  product  and  sold  and 
shipped  to  purchasers  thereof;  that  after  such  candy  and  kindred 
products  are  so  manufactured  they  are  continuously  moved  to,  from, 
and  among  the  other  States  and  Territories  of  the  United  States, 
the  District  of  Columbia,  and  foreign  countries;  and  there  is  con- 
tinuously and  has  been  at  all  times  hereinafter  mentioned  a  constant 
current  of  trade  in  commerce  in  the  said  candy  and  kindred  products 
between  and  among  various  States  of  the  United  States,  the  Terri- 
tories thereof,  the  District  of  Columbia,  and  foreign  countries,  and 
especially  to  and  through  the  city  of  Chicago,  State  of  Illinois,  and 
to  and  through  the  town  of  Arthur,  State  of  Iowa,  and  therefrom 
to  and  through  other  States  of  the  United  States,  the  Territories 
thereof,  the  District  of  Columbia,  and  foreign  countries. 

Par.  3.  That  the  respondent  now  and  for  more  than  two  years 
last  past  with  the  effect  of  stifling  and  suppressing  competition  in 
the  manufacture  and  sale  of  candy  and  kindred  products  in  inter- 
state commerce  has  given  and  offered  to  give  valuable  premiums  and 
presents  consisting  of  watches,  valuable  jewelry,  and  other  valuable 
personal  property  to  the  salesmen  of  merchants  and  jobbers  handling 
the  products  of  the  respondent  and  similar  products  of  respondent's 
competitors  as  an  inducement  to  influence  such  salesmen  to  push  the 
sales  of  respondent's  products  to  the  exclusion  of  similar  products 
of  its  competitors. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  Shotwell  Manufacturing  Co., 
chargii)g  it  with  the  use  of  unfair  methods  of  competition  in  com- 
merce in  violation  of  the  provisions  of  said  act 
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The  respondent  having  entered  its  appearance  by  its  attorney,  filed 
its  answer  herein,  and  the  attorneys  for  the  Federal  Trade  Commis- 
sion and  the  respondent  having  duly  signed  and  filed  an  agreed 
statement  of  facts  wherein  and  whereby  it  was  stipulated  and  agreed 
that  such  statement  of  facts  should  be  taken  by  the  Commission  in 
lieu  of  testimony  herein,  and  that  the  Commission  might  therewith 
proceed  upon  such  agreed  statement  of  facts  to  make  its  report  and 
findings  as  to  the  facts,  its  conclusions  of  law,  and  its  order  dis- 
posing of  this  proceeding  without  any  further  notice  to  respondent. 

The  Commission  having  duly  considered  the  record,  and  being 
fully  advised  in  the  premises,  now  makes  its  report  and  findings  as 
to  the  facts  and  conclusion. 

FINDINGS  AS  TO  THE  FACTS. 

Pabagrafh  1.  That  the  respondent,  Shotwell  Manufacturing  Co., 
is  now  and  was  at  all  times  hereinafter  mentioned  a  corporation  or- 
ganized, existing,  and  doing  business  under  and  by  virtue  of  the  laws 
of  the  State  of  Illinois,  having  its  principal  factory,  office,  and  place 
of  business  located  in  the  city  of  Chicago,  in  said  State,  now  and 
for  more  than  two  years  last  past  engaged  in  the  manufacture  and 
sale  of  candy  and  kindred  products  among  the  several  States  of  the 
United  States,  Territories  thereof,  and  the  District  of  Columbia,  in 
direct  competition  with  other  persons,  firms,  copartnerships,  and  cor- 
porations similarly  engaged. 

Pab.  2.  That  the  respondent,  Shotwell  Manufacturing  Co.,  in  the 
conduct  of  its  business  manufactures  such  candy  and  kindred  prod- 
ucts so  sold  by  it  at  one  of  its  factories  located  in  the  city  of  Chicago, 
State  of  Illinois,  and  in  another  of  its  factories  located  in  the  town 
of  Arthur,  State  of  Iowa,  and  purchases  and  enters  into  contracts 
of  purchase  for  the  necessary  component  materials  needed  therefor 
in  different  States  and  Territories  of  the  United  States,  transporting 
the  same  through  other  States  of  the  United  States  in  and  to  the 
city  of  Chicago  and  in  and  to  the  said  town  of  Arthur,  where  they 
are  made  into  the  finished  products  and  sold  and  shipped  to  pur- 
chasers thereof;  that  after  such  candy  and  kindred  products  are  so 
manufactured  they  are  continuously  moved  to,  from,  and  among  other 
States  and  Territories  of  the  United  States,  the  District  of  Columbia, 
and  foreign  countries,  and  there  is  continuously  and  has  been  at 
all  times  hereinafter  mentioned  a  constant  current  of  trade  in  com- 
merce in  the  said  candy  and  kindred  products  between  and  among 
various  States  of  the  United  States,  the  Territories  thereof,  the  Dis- 
trict of  Columbia,  and  foreign  countries,  and  especially  to  and 
through  the  city  of  Chicago,  State  of  Illinois,  and  to  and  through 
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the  town  of  Arthur,  State  of  Iowa,  and  therefrom  to  and  through 
other  States  of  the  United  States,  Territories  thereof,  the  District  of 
Columbia,  and  foreign  countries. 

Par.  3.  That  the  respondent,  Shotwell  Manufacturing  Co.,  now 
and  for  more  than  two  years  last  past  has  given  and  offered  to  give 
valuable  premiums  and  presents  consisting  of  watches,  valuable 
jewelry,  and  other  valuable  personal  property  to  the  salesmen  of 
merchants  and  jobbers  handling  the  products  of  respondent  and 
similar  products  of  respondent's  competitors  as  an  inducement  to 
influence  such  salesmen  to  push  the  sales  of  respondent's  products 
in  preference  over  similar  products  of  its  competitors. 

Par.  4.  That  the  respondent,  in  order  to  carry  out  its  said  plan 
of  inducing  such  salesmen  of  jobbers  and  other  dealers  to  push  the 
sale  of  its  products,  issued  a  catalogue,  which  is  annexed  to  the 
agreed  statement  of  facts  and  marked  "Exhibit  A,"^  which  said 
catalogue  is  labeled  "Incentives  to  success,  new  and  enlarged  edi- 
tion; our  method  of  showing  appreciation  to  jobbers'  salesmen  for 
their  efforts  in  our  behalf,"  which  said  catalogue  sets  out  in  detail 
a  list  of  premiums  offered  to  such  salesmen  of  such  jobbers,  stating 
therein  the  scheme  and  plan  of  such  respondent  in  furthering,  by 
the  offering  of  such  premiums,  the  sales  of  its  product  to  the  ex- 
clusion of  the  sales  of  the  products  of  competitors  of  the  respondent 
company,  which  said  catalogue  is  made  a  part  of  this  findings  of 
facts. 

Par.  5.  That  the  quantity  of  such  products  so  manufactured,  sold, 
and  distributed  by  respondent  is  substantial  and  forms  an  important 
item  of  commerce  among  the  several  States  of  the  United  States, 
and  the  aforesaid  acts  were  committed  with  the  intention  and  pur- 
pose of  restricting  and  hampering  the  marketing  of  the  products 
so  manufactured  and  sold  by  respondent's  competitors. 

Par.  6.  That  the  respondent  did  not  give  any  notice  to  the  retail 
merchants  or  the  customers  who  purchased  its  products  from  jobbers 
to  the  effect  that  the  respondent  was  offering  and  giving  premiimis 
to  the  salesmen  of  jobbers  to  push  the  sale  of  respondent's  products 
in  preference  to  the  sales  of  other  persons,  firms,  or  corporations 
competing  with  respondent,  and  that,  so  far  as  respondent  knows  or 
is  informed,  such  retail  merchants  and  other  customers  who  pur- 
chased respondent's  products  from  jobbers  did  not  know  that  the 
salesmen  of  such  jobbers  had  received  premiums  or  other  rewards 
for  pushing  the  sale  of  respondent's  products. 

Par,  7.  That  respondent  informed  jobbers  who  were  handling  the 
products  of  respondent  of  the  fact  that  respondent  was  offering  and 
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giving  to  the  salesmen  of  such  jobbers  premiums,  as  set  out  in  the 
exhibit  attached  to  the  original  agreed  statement  of  facts,  to  further 
and  push  the  products  of  respondent  in  preference  to  the  products 
of  other  competing  manufacturers  of  respondent. 

CONCLUSION. 

The  practices  of  said  respondent  imder  the  methods  and  circum- 
stances described  in  the  foregoing  findings  are  unfair  methods  of 
competition  in  interstate  commerce,  and  constitute  a  violation  of 
section  5  of  the  act  of  Congress  approved  September  26,  1914,  en- 
titled "An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

The  Federal  Trade  Commission  having  issued  and  served  its  com- 
plaint herein  wherein  it  alleges  that  it  had  reason  to  believe  that  the 
respondent,  Shotwell  Manufacturing  Co.,  has  been  and  now  is  using 
unfair  methods  of  competition  in  violation  of  the  provisions  of  sec- 
tion 5  of  an  act  of  Congress  approved  September  26,  1914,  entitled 
"An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes,"  and  that  a  proceeding  therein  in 
respect  to  the  alleged  violation  would  be  to  the  interest  of  the  public, 
and  fully  stating  its  charges  in  that  respect,  and  the  respondent  hav- 
ing duly  entered  its  appearance  and  having  filed  its  answer,  and  the 
attorneys  for  the  above  parties  having  filed  and  signed  an  agreed 
statement  of  facts  wherein  and  whereby  it  was  duly  stipulated  and 
agreed  that  said  statement  of  facts  should  be  taken  by  the  Commis- 
sion in  lieu  of  testimony  herein,  and  that  the  Conmiission  might  pro- 
ceed on  said  statement  of  facts  to  enter  its  report,  findings  of  the 
facts,  its  conclusions  of  law,  and  its  order  disposing  of  this  proceed- 
ing, and  the  Commission  on  the  date  hereof  having  made  and  filed 
its  report  containing  its  findings  as  to  the  facts  and  its  conclusion 
that  respondent  had  violated  section  5  of  an  act  of  Congress  ap- 
proved September  26, 1914,  entitled  "An  act  to  create  a  Federal  Trade 
Commission,  to  define  its  powers  and  duties,  and  for  other  purposes," 
which  said  report  is  hereby  referred  to  and  made  a  part  hereof :  Now, 
therefore. 

It  is  ordered^  That  the  respondent,  Shotwell  Manufacturing  Co.,  a 
corporation  existing  under  and  by  virtue  of  the  laws  of  the  State  of 
Illinois,  and  having  its  principal  factory,  office,  and  place  of  busi- 
ness located  in  the  city  of  Chicago,  said  State,  its  officers,  directors, 
agents,  servants,  and  employees  cease  and  desist : 
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(1)  From  directly  or  indirectly  offering  to  give  or  giving  valuable 
premiums  or  presents  or  other  valuable  personal  property  or  any 
other  thing  of  value  to  the  salesmen  of  merchants  or  jobbers  handling 
the  products  of  the  respondent  and  similar  products  of  respondent's 
competitors  as  an  inducement  to  influence  such  salesmen  to  push  the 
sale  of  respondent's  products  to  the  exclusion  of  similar  products  of 
its  competitors. 

(2)  From  publishing  or  circulating  any  catalogues,  circulars,  let- 
ters, advertisements,  or  other  printed  matter  containing  lists  of  pre- 
miums, presents,  or  other  things  of  value  to  be  given  to  the  salesmen 
of  merchants  or  jobbers  handling  the  products  of  the  respondent 
and  similar  products  of  respondent's  competitors  as  an  inducement 
to  influence  such  salesmen  to  push  the  sale  of  respondent's  products 
over  its  competitors. 

(3)  The  respondent  is  directed,  after  the  expiration  of  60  days 
from  the  time  that  it  is  served  with  a  copy  of  this  order,  to  file  with 
the  Commission  a  written  report  as  to  steps  that  have  been  taken  to 
comply  with  the  terms  of  this  order* 
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FEDERAL  TRADE  COMMISSION 

V, 

HOLLAND  PIANO  MANUFACTURING  CO. 

OOMFLAINT  IK  THE  MATTER  OF  THE  ALiLEGED  VIOLATION  OF  SECmON    6 
OF  AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  577.— September  8,  1920. 

Stlcabus. 

Wbere  a  corporation  engaged  in  the  manufacture  and  sale  of  pianos  and  piano 
players,  at  the  request  of  its  customer  dealers  and  for  the  purpose  and 
with  the  effect  of  permitting  them  to  make  radical  and  abnormal  discounts 
to  ultimate  purchasers  and  still  receive  customary  prices  for  such  Instru- 
ments, stenciled  thereon  abnormally  and  unreasonably  high  fictitious  values, 
with  the  tendency  and  effect  of  deceiving  purchasers  and  the  public  into 
believing  that  such  stenciled  prices  represented  resale  values  based  on 
cost  plus  a  reasonable  profit  and  that  the  corporation  required  or  intended 
its  customers  to  observe  the  same ;  having  the  tendency  thereby  to  impede 
or  suppress  competition : 

Held,  That  such  false  stenciling,  under  the  circumstances  set  forth,  con- 
stituted an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Holland  Piano  Manu- 
facturing Co.,  hereinafter  referred  to  as  respondent,  has  been  and 
is  using  unfair  methods  of  competition  in  interstate  commerce  in  vio- 
laticm  of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26,  1914,  entitled,  "An  act  to  create  a  Federal  Trade 
Commission,  to  define  its  powers  and  duties,  and  for  other  purposes," 
and  it  appearing  that  a  proceeding  by  it  in  respect  thereof  would  be 
to  the  interest  of  the  public,  issues  this  complaint,  stating  its  chiirges 
in  that  respect  on  information  and  belief  as  follows: 

Paragraph  1.  That  respondent  is  a  corporation  organized,  exist* 
ing,  and  doing  business  under  and  by  virtue  of  the  laws  of  the  State 
of  Minnesota,  with  its  principal  office  and  place  of  business  st  thA 
city  of  Minneapolis,  in  the  State  of  Minnesota,  and  that  respondent 
for  more  than  one  year  last  past  has  been  and  no.w  is  engaged  in 
the  business  of  manufacturing,  selling,  and  shipping  pianos  and 
player  pianos  to,  from,  and  among  the  various  States  of  the  United 
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States  in  direct  competition  with  other  persons,  firms,  and  corpora- 
tions similarly  engaged. 

Par.  2.  That  with  the  purpose  and  effect  of  stifling  and  suppress- 
ing competition  in  the  aforesaid  interstate  commerce  in  the  sale  and 
distribution  of  pianos  and  player  pianos,  respondent,  in  the  regular 
course  of  its  said  business,  stencils  or  causes  to  be  stenciled  on  pianos 
and  player  pianos  of  its  own  manufacture  resale  prices  which  are 
calculated  to  deceive,  and  do  deceive,  the  purchasing  public  and  the 
public  generally  into  the  belief  that  purchasers  and  prospective  pur- 
chasers derive  greater  benefits  by  purchasing  pianos  and  player 
pianos  manufactured  by  respondent  than  they  would  receive  by  pur- 
chasing pianos  and  player  pianos  of  equal  grade  and  quality  manu- 
factured by  competitors  of  respondent,  when  in  truth  and  in  fact 
such  prices  so  stenciled  are  not  bona  fide  resale  prices  but  represent 
values  greatly  in  excess  of  values  customarily  received  as  resale  values 
for  pianos  and. player  pianos  of  like  kind,  grade,  and  quality. 

Pab.  3.  That  such  prices  are  so  stenciled  on  said  pianos  and  player 
pianos  by  respondent  in  the  regular  course  of  his  said  business  ac- 
cording to  agreements  with,  or  at  the  request  of,  customers  of  re- 
spondent, which  customers  are  regularly  engaged  in  the  general  busi- 
ness of  merchandising  and  shipping  pianos  and  player  pianos  to, 
through,  and  from  the  States  and  Territories  of  the  United  States ; 
that  such  stenciled  prices  appearingon  said  pianos  and  player  pianos 
are  calculated  to  deceive,  and  da  deceive,  purchasers  and  prospective 
purchasers  and  the  public  generally  into  the  belief  that  such  stenciled 
prices  represent  bona  fide  resale  values  based  on  costs  plus  reason- 
able profits,  and  that  respondent,  as  the  manufacturer  of  such  pianos 
and  player  pianos,  requires,  or  intends,  his  said  customers  to  demand 
or  receive,  from  purchasers,  or  prospective  purchasers,  values  equal 
to  such  stenciled  resale  prices ;  when  in  truth  and  in  fact  such  stenciled 
prices  do  not  represent  bona  fide  resale  values  or  values  which  re- 
spondent in  any  sense  demands  or  intends  his  said  customers  to  re- 
ceive from  purchasers,  or  prospective  purchasers,  but  such  stenciled 
prices  represent  abnormally  and  unreasonably  high  fictitious  values 
so  stenciled  on  said  pianos  and  player  pianos  for  the  purpose  of  per- 
mitting respondent's  said  customers  to  make,  and  who  in  fact  do 
make,  radical  and  abnormal  discounts  therefrom,  thus  leaving  the 
resale  prices  to  be  received,  and  which  are*  received  by  said  customers, 
far  below  such  stenciled  prices,  yet  equal  to  reasonable  and  full  resale 
values  usually  received  by  said  customers  and  other  dealers  and  dis- 
tributors for  pianos  and  player  pianos  of  equal  quality,  grade,  and 
kind. 
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REPOKT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complainant  upon  the  respondent,  Holland  Piano  Manufacturing  Co., 
charging  it  with  the  use  of  an  unfair  method  of  competition  in  com- 
merce in  violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorney, 
hearings  were  had,  and  evidence  was  thereupon  introduced  in  support 
of  the  allegations  of  said  complaint  and  on  behalf  of  the  respondent 
before  an  examiner  of  the  Federal  Trade  Commission,  heretofore 
duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  duly  considered  the  record  and  being  now  fully 
advised  in  the  premises,  makes  this  its  findings  as  to  the  facts  and 
conclusion. 

FINDINGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent,  Holland  Piano  Manufacturing 
Co.,  is  a  corporation  organized,  existing,  and  doing  business  under 
and  by  virtue  of  the  laws  of  the  State  of  Minnesota,  with  its  principal 
office  and  place  of  business  at  the  city  of  Minneapolis,  in  the  State  of 
Minnesota,  and  that  respondent  for  more  than  one  year  last  past  has 
been  and  now  is  engaged  in  the  business  of  manufacturing,  selling, 
and  shipping  pianos  and  player  pianos  to,  from,  and  among  the  vari- 
ous States  of  the  United  States,  in  direct  competition  with  other  per- 
sons, firms,  and  corporations  similarly  engaged. 

Par.  2.  That  in  the  sale  and  distribution  of  pianos  and  player 
pianos,  respondent  in  the  regular  course  of  its  said  business,  from 
the  date  of  its  organization,  in  December,  1913,  to  and  until  the  serv- 
ice upon  it  of  the  complaint  in  the  proceeding  on  March  15,  1920, 
stenciled  on  pianos  and  player  pianos  of  its  own  manufacture  resale 
prices;  that  such  prices  were  so  stenciled  on  said  pianos  and  player 
pianos  by  respondent  in  the  regular  course  of  its  said  business  at  the 
request  of  its  customers ;  that  such  customers  were  and  are  regularly 
engaged  in  the  general  business  of  merchandising  and  shipping 
pianos  and  player  pianos  to,  through,  and  among  the  several  States 
and  Territories  of  the  United  States ;  that  such  stenciled  prices  ap- 
pearing on  pianos  and  player  pianos  were  calculated  to  deceive,  and 
did  deceive,  purchasers  and  prospective  purchasers  and  the  public 
generally  into  the  belief  that  such  stenciled  prices  represented  piano 
resale  values  based  on  cost  plus  reasonable  profits,  and  that  the  re- 
spondent as  the  manufacturer  of  such  pianos  and  player  pianos  re- 
quired or  intended  its  customers  to  demand  or  receive  from  pur- 
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chasers  or  prospective  purchasers  such  stenciled  resale  prices;  that 
in  truth  and  in  fact  such  stenciled  prices  did  not  represent  bona  fide 
resale  prices  or  prices  which  the  respondent  in  any  sense  required 
or  intended  its  said  customers  to  receive  from  purchasers  or  prospec- 
tive purchasers;  that  such  stenciled  prices  represented  abnormally 
and  unreasonably  high  fictitious  values,  so  stenciled  on  said  pianos 
and  player  pianos  for  the  purpose  of  permitting  respondent's  said 
customers  to  make  radical  and  abnormal  discounts  therefrom;  that 
respondent's  said  customers  did  make  radical  and  abnormal  dis- 
counts from  such  stenciled  resale  prices,  and  received  prices  for  such 
pianos  and  player  pianos  far  below  such  stenciled  prices,  and  said 
reduced  prices  were  equal  to  prices  usually  received  by  said  customers 
and  dealers  and  distributors  of  pianos  and  player  pianos  of  equal 
quality,  grade,  and  kind  manufactured  by  competitors  of  respondent 
Par.  3.  That  the  practice  described  in  the  preceding  paragraph  of 
these  findings  has  the  tendency  to  impede  or  suppress  competition  in 
the  sale  of  pianos  and  player  pianos  in  and  among  the  various  States 
of  the  United  States. 

CONCLUSION. 

That  the  method  of  competition  set  forth  in  the  foregoing  findings 
as  to  the  facts  is,  under  the  circumstances  therein  set  forth,  an  unfair 
method  of  competition  in  violation  of  the  provisions  of  section  5  of 
an  act  of  Congress  approved  September  26,  1914,  entitled  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Conmiis- 
sion  upon  the  complaint  of  the  Commission,  the  testimony  and  evi- 
dence and  argument  of  counsel,  and  the  Commission  having  made  its 
findings  as  to  the  facts  with  its  conclusion  that  the  respondent  has 
violated  the  provisions  of  an  act  of  Congress  approved  September 
26,  1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes  " : 

It  is  now  ordered^  That  the  respondent,  Holland  Piano  Manufac- 
turing Co.,  and  its  officers,  directors,  representatives,  agents,  servants, 
and  employees,  do  cease  and  desist  from  directly  or  indirectly  stencil- 
ing or  causing  to  be  stenciled,  or  in  any  other  manner  marking  or 
causing  to  be  marked  upon  pianos  and  player  pianos  manufactured 
by  respondent,  fictitious  or  misleading  prices  grossly  in  excess  of  the 


HOUAKD  PIANO  BiANXTFACTURIKG  CO.  35 

81  Order. 

prices  at  which  such  pianos  and  player  pianos  are  usually  sold  at 
retail. 

It  is  furthsr  ordered^  That  the  respondent,  Holland  Piano  Manu- 
facturing Co.,  shall,  within  60  days  after  the  service  upon  it  of  a 
copy  of  this  order,  file  with  the  Commission  a  report  in  writing  set- 
ting forth  in  detail  the  manner  and  form  in  which  it  has  complied 
with  the  order  to  cease  and  desist  hereinbefore  set  f orth« 
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chasers  or  prospective  purchasers  such  stenciled  resale  prices;  that 
in  truth  and  in  fact  such  stenciled  prices  did  not  represent  bona  fide 
resale  prices  or  prices  which  the  respondent  in  any  sense  required 
or  intended  its  said  customers  to  receive  from  purchasers  or  prospec- 
tive purchasers;  that  such  stenciled  prices  represented  abnormally 
and  unreasonably  high  fictitious  values,  so  stenciled  on  said  pianos 
and  player  pianos  for  the  purpose  of  permitting  respondent's  said 
customers  to  make  radical  and  abnormal  discounts  therefrom;  that 
respondent's  said  customers  did  make  radical  and  abnormal  dis- 
counts from  such  stenciled  resale  prices,  and  received  prices  for  such 
pianos  and  player  pianos  far  below  such  stenciled  prices,  and  said 
reduced  prices  were  equal  to  prices  usually  received  by  said  customers 
and  dealers  and  distributors  of  pianos  and  player  pianos  of  equal 
quality,  grade,  and  kind  manufactured  by  competitors  of  respondent. 
Par.  3.  That  the  practice  described  in  the  preceding  paragraph  of 
these  findings  has  the  tendency  to  impede  or  suppress  competition  in 
the  sale  of  pianos  and  player  pianos  in  and  among  the  various  States 
of  the  United  States. 

CONCLUSION. 

That  the  method  of  competition  set  forth  in  the  foregoing  findings 
as  to  the  facts  is,  under  the  circumstances  therein  set  forth,  an  unfair 
method  of  competition  in  violation  of  the  provisions  of  section  5  of 
an  act  of  Congress  approved  September  26,  1914,  entitled  ^^An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

ORDER  TO  CEASE  AND   DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  testimony  and  evi- 
dence and  argument  of  counsel,  and  the  Commission  having  made  its 
findings  as  to  the  facts  with  its  conclusion  that  the  respondent  has 
violated  the  provisions  of  an  act  of  Congress  approved  September 
26,  1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes  " : 

It  is  now  ordered^  That  the  respondent,  Holland  Piano  Manufac- 
turing Co.,  and  its  officers,  directors,  representatives,  agents,  servants, 
and  employees,  do  cease  and  desist  from  directly  or  indirectly  stencil- 
ing or  causing  to  be  stenciled,  or  in  any  other  manner  marking  or 
causing  to  be  marked  upon  pianos  and  player  pianos  manufactured 
by  respondent,  fictitious  or  misleading  prices  grossly  in  excess  of  the 
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at  all  times  hereinafter  mentioned  ^las  been,  engaged  in  the  manufac- 
ture and  sale  of  pressed  steel  fans  for  automobiles,  trucks,  and  trac- 
tors among  the  several  States  and  Territories  of  the  United  States 
and  the  District  of  Columbia  in  direct  competition  with  other  persons, 
firms,  copartnerships,  and  corporations  similarly  engaged ;  and  there 
is  continuously,  and  has  been  at  all  times  hereinafter  mentioned,  a 
constant  current  of  trade  and  commerce  in  said  products  between  and 
among  the  various  States  and  Territories  of  the  United  States  and  the 
District  of  Columbia,  and  especially  to  and  through  the  city  of  In- 
dianapolis, State  of  Indiana,  and  therefrom  to  and  through  other 
States  and  Territories  of  the  United  States  and  the*  District  of 
Columbia. 

Par.  2.  That  the  respondent.  The  Oakes  Co.,  for  more  than  one 
year  last  past,  with  the  effect  of  hindering  and  embarrassing  competi- 
tors in  the  conduct  of  their  business  and  suppressing  competition, 
has  engaged  the  services  of  a  private  detective  agency  to  spy  upon 
the  business  of  one  of  its  competitors,  said  detective  agency  at  the  re- 
quest and  solicitation  of  respondent  placing  its  operatives  in  the 
manufacturing  plant  of  said  competitor,  and  making  daily  reports  to 
respondent  of  the  names  and  addresses  of  customers  of  said  competi- 
tor, amount  of  goods  shipped,  and  other  trade  secrets  and  information 
belonging  to  and  concerning  the  business  of  said  competitor. 

Pak.  3.  That  respondent,  The  Oakes  Co.,  for  more  than  one  year 
last  past  attempted  to  induce  a  certain  manufacturer  to  refrain  from 
selling  its  products  to  a  competitor  of  respondent,  by  statements  to  the 
said  manufacturer  that  a  salesman  of  said  manufacturer  was  selling 
supplies  to  the  competitor  of  respondent  at  too  low  a  price  and  by 
intimating  that  there  was  collusion  between  the  salesman  and  said 
competitor;  and  by  threats  that  if  said  manufacturer  continued  sell- 
ing respondent's  competitor  at  such  prices,  that  respondent  would  en- 
gage in  the  same  line  of  business  as  said  manufacturer ;  all  with  the 
purpose  of  cutting  off  the  source  from  which  said  competitor  obtained 
supplies,  and  with  the  effect  of  stifling  and  suppressing  competition, 
and  with  other  effects. 

Pab.  4.  That  respondent.  The  Oakes  Co.,  until  recently  has  manu- 
factured exclusively  an  automobile  fan  known  in  the  trade  as  the 
cup-and-cone  type  of  fan;  that  a  certain  competitor  of  respondent 
manufactures  exclusively  what  is  known  as  the  roller-bearing  type 
of  fan,  of  which  respondent  was  well  aware;  that  it  costs  less  to 
manufacture  the  cup-and-cone  type  of  fan  than  it  does  the  roller- 
bearing  type  of  fan ;  that,  with  the  purpose  and  effect  of  putting  its 
competitor  out  of  business,  respondent  thereafter  began  the  manu- 
facture of  the  roller-bearing  type  of  fan,  and  has  through  its  sales- 
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FEDERAL  TRADE  COMMISSION 

V. 

THE  OAKES  COMPANY, 

COMPLAINT  IN   THE  MATTER  OP  THE  ALLEGED  VIOLATION  OF  SECTION   5 
OF  AN  ACT  OF  CONOBESS  AFFBOVED  SEPTEMBER  26,  1014« 

Docket  844.— September  9,  1020. 

Syllabus. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  fans  for  auto- 
mobiles, motor  trucks,  and  tractors,  the  largest  output  of  which  was  of  the 
cup-and-cone  type,  in  competition  with  a  concern  similarly  engaged,  the 
largest  output  of  which  was  a  fan  of  the  roller-bearing  type, 

(a)  Secured,  through  a  detective  whom  it  caused  to  be  employed  by  said  com- 
petitor, the  names  and  addresses  of  persons  to  whom  said  competitor  was 
shipping  its  product,  the  amount  so  shipped,  and  other  information  relative 
to  its  business; 

(&)  Falsely  represented  to  the  trade  that  the  roller-bearing  type  of  fan  costs 
less  to  manufacture  than  the  cup-and-cone  type  and  does  not  work  satisfac- 
torily; and 

(o)  Manufactured  and  offered  to  the  trade  a  fan  similar  to  competitor's  at  a 
lower  price,  not  in  good  faith  for  the  purpose  of  sale,  but  solely  to  depre- 
ciate the  value  of  its  competitor's  fan  and  induce  the  trade  and  the  public 
to  believe  that  said  competitor  was  selling  its  fan  at  more  than  a  fair 
price: 

Held,  That  such  course  of  conduct,  under  the  circumstances  set  forth,  consti- 
tuted an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe,  from  a 
preliminary  investigation  made  by  it,  that  The  Oakes  Co.,  herein- 
after referred  to  as  respondent,  has  been  and  is  using  unfair  methods 
of  competition  in  interstate  commerce  in  violation  of  the  provisions 
of  section  5  of  an  act  of  Congress  approved  September  26,  1914, 
entitled  "An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,"  and  it  appearing  that  a 
proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of  the 
public,  issues  this  complaint,  stating  its  charges  in  that  respect  on 
information  and  belief  as  follows : 

Pabaobafh  1.  That  the  respondent.  The  Oakes  Co.,  is  a  corpora- 
tion organized,  existing,  and  doing  business  under  and  by  virtue  of 
the  laws  of  the  State  of  Indiana,  having  its  principal  office  and  place 
of  business  at  the  city  of  Indianapolis,  in  said  State,  and  is  now,  and 
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at  all  times  hereinafter  mentioned  has  been,  engaged  in  the  manufac- 
ture and  sale  of  pressed  steel  fans  for  automobiles,  trucks,  and  trac- 
tors among  the  several  States  and  Territories  of  the  United  States 
and  the  District  of  Columbia  in  direct  competition  with  other  persons, 
firms,  copartnerships,  and  corporations  similarly  engaged ;  and  there 
is  continuously,  and  has  been  at  all  times  hereinafter  mentioned,  a 
constant  current  of  trade  and  commerce  in  said  products  between  and 
among  the  various  States  and  Territories  of  the  United  States  and  the 
District  of  Columbia,  and  especially  to  and  through  the  city  of  In- 
dianapolis, State  of  Indiana,  and  therefrom  to  and  through  other 
States  and  Territories  of  the  United  States  and  the*  District  of 
Columbia. 

Par.  2.  That  the  respondent.  The  Oakes  Co.,  for  more  than  one 
year  last  past,  with  the  effect  of  hindering  and  embarrassing  competi- 
tors in  the  conduct  of  their  business  and  suppressing  competition, 
has  engaged  the  services  of  a  private  detective  agency  to  spy  upon 
the  business  of  one  of  its  competitors,  said  detective  agency  at  the  re- 
quest and  solicitation  of  respondent  placing  its  operatives  in  the 
manufacturing  plant  of  said  competitor,  and  making  daily  reports  to 
respondent  of  the  names  and  addresses  of  customers  of  said  competi- 
tor, amount  of  goods  shipped,  and  other  trade  secrets  and  information 
belonging  to  and  concerning  the  business  of  said  competitor. 

Par.  3.  That  respondent.  The  Oakes  Co.,  for  more  than  one  year 
last  past  attempted  to  induce  a  certain  manufacturer  to  refrain  from 
selling  its  products  to  a  competitor  of  respondent,  by  statements  to  the 
said  manufacturer  that  a  salesman  of  said  manufacturer  was  selling 
supplies  to  the  competitor  of  respondent  at  too  low  a  price  and  by 
intimating  that  there  was  collusion  between  the  salesman  and  said 
competitor;  and  by  threats  that  if  said  manufacturer  continued  sell- 
ing respondent's  competitor  at  such  prices,  that  respondent  would  en- 
gage in  the  same  line  of  business  as  said  manufacturer;  aU  with  the 
purpose  of  cutting  off  the  source  from  which  said  competitor  obtained 
supplies,  and  with  the  effect  of  stifling  and  suppressing  competition, 
and  with  other  effects. 

Par.  4.  That  respondent,  The  Oakes  Co.,  until  recently  has  manu- 
factured exclusively  an  automobile  fan  known  in  the  trade  as  the 
cup-and-cone  type  of  fan;  that  a  certain  competitor  of  respondent 
manufactures  exclusively  what  is  known  as  the  roller-bearing  type 
of  fan,  of  which  respondent  was  well  aware;  that  it  costs  less  to 
manufacture  the  cup-and-cone  type  of  fan  than  it  does  the  roller- 
bearing  type  of  fan ;  that,  with  the  purpose  and  effect  of  putting  its 
competitor  out  of  business,  respondent  thereafter  began  the  manu- 
facture of  the  roller-bearing  type  of  fan,  and  has  through  its  sales- 
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men,  agents,  and  other  means  represented  to  the  trade  that  it  costs 
less  to  manufacture  the  roller-bearing  type  of  fan  than  it  does  the 
cup-and-cone  type,  such  representations  being  false  and  misleaxling 
and  made  with  the  intent  and  purpose  of  depreciating  the  value  of 
the  roller-bearing  fan  in  the  opinion  of  the  trade  and  causing  the 
public  to  believe  that  its  competitors  who  manufacture  the  roller- 
bearing  type  of  fan  are  selling  the  same  at  more  than  a  fair  price. 

Par.  5.  That  respondent,  the  Oakes  Co.,  until  recently  has  manu- 
factured exclusively  an  automobile  fan  known  in  the  trade  as  the 
cup-and-cone  type  of  fan;  that  a  certain  competitor  of  respondent 
manufactui^  exclusively  what  is  known  as  the  roller-bearing  type 
of  fan,  of  which  the  respondent  was  well  aware;  that  it  costs  less  to 
manufacture  the  cup-and-cone  type  of  fan  than  it  does  the  roller- 
bearing  type  of  fan ;  that  with  the  purpose  and  effect  of  putting  its 
competitor  out  of  business  respondent  thereafter  began  the  manu- 
facture of  a  roller-bearing  fan,  and  has  through  its  salesmen,  agents, 
and  other  means  offered  to  sell,  and  does  sell,  said  roller-bearing  type 
of  fan  for  considerably  less  than  the  cup-and-cone  type,  and  has 
offered  to  sell,  and  does  sell,  said  roller-bearing  type  of  fan  at  less 
than  cost 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent.  The  Oakes  Co.,  charging  it  with 
the  use  of  unfair  methods  of  competition  in  commerce  in  violation 
of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorneys, 
Gavin  &  Gavin,  and  filed  its  answer  herein,  hearings  were  had  and 
evidence  was  thereupon  introduced  in  support  of  the  allegations  of 
said  complaint  and  on  behalf  of  the  respondent  in  support  of  its 
answer  before  an  examiner  of  the  Federal  Trade  Commission  there- 
tofore duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  heard  argument  of  counsel  and  duly  considered 
the  record,  and  being  now  fully  advised  in  the  premises,  makes  this 
its  findings  as  to  the  facts  and  conclusions : 

FINDINGS  AS  TO  THE  FACTS. 

Paraobaph  1.  Respondent  is  and  was  at  the  times  mentioned  in  the 
complaint  a  corporation  organized,  existing,  and  doing  business  under 
and  by  virtue  of  the  laws  of  the  State  of  Indiana,  having  its  principal 
office  and  factory  in  the  city  of  Indianapolis,  in  said  State,  and  is  and 
was  at  all  of  said  times  engaged  in  manufacturing  radiator  fans  for 
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automobiles,  motor  trucks,  and  tractors,  and  in  selling  and  trans- 
porting its  product  in  and  among  the  several  States  of  the  United 
States  and  foreign  countries. 

Pab.2.  All  of  respondent's  products,  whether  intended  for  inter- 
state shipments  or  intrastate  shipments,  are  and  were  at  all  of  said 
times  delivered  f .  o.  b.  cars  at  Indianapolis,  Ind.,  and  are  and  were 
so  delivered  by  respondent  to  such  carriers  to  be  transported  and 
delivered  by  such  carriers  to  the  purchasers  in  the  State  of  Indiana 
and  in  other  States  of  the  United  States. 

Par  8.  The  Automotive  Parts  Co.  is  a  corporation  organized 
under  the  laws  of  the  State  of  Indiana,  having  its  office  and  fac- 
tory in  the  city  of  Indianapolis,  in  said  State,  and  is  and  has  been 
since  the  month  of  February,  1918,  engaged  in  manufacturing  radi- 
ator fans  for  automobiles,  motor  trucks,  and  tractors,  86  per  cent 
of  which  fans  are  of  the  roller-bearing  type  of  fan  equipped  with 
Hyatt  roller  bearings.  Its  product  is  sold  and  transported  into  every 
State  of  the  United  States  and  into  Canada  and  Australia. 

Pab.  4.  The  respondent  manufactures  several  types  of  fans  for 
automobiles,  motor  trucks,  and  tractors;  that  is  to  say,  hub-driven 
fans,  shaft-driven  fans,  ball-bearing  fans,  plain  bearing  fans,  and 
Timkin  fans,  its  largest  output  being  a  type  of  fan  known  to  the 
trade  as  the  cup-and-cone  fan. 

Par.  6.  During  the  month  of  April,  1918,  respondent  hired  and 
caused  to  be  placed  in  the  manufacturing  plant  of  the  Automotive 
Parts  Co.  a  detective;  that  such  detective  applied  to  the  superin- 
tendent of  the  Automotive  Parts  Co.,  and  was  hired  as  an  employee 
of  that  company,  and  remained  with  the  Automotive  Parts  Co.  and 
worked  in  its  plant  continuously  until  about  September  14,  1918, 
at  which  time  it  was  discovered  that  he  was  in  fact  a  detective  in 
the  employ  of  respondent,  and  was  thereupon  discharged  by  the 
Automotive  Parts  Co. 

Par.  6.  During  the  months  of  August,  September,  and  a  part 
of  the  month  of  October,  1918,  said  detective  made  reports  two 
or  three  times  weekly,  either  to  the  respondent  or  to  the  Webster 
Detective  Agency,  with  which  he  was  connected,  which  reports 
were  forwarded  by  said  detective  agency  to  respondent.  These 
reports,  among  other  information  relative  to  the  business  of  the 
Automotive  Parts  Co.,  contained  the  names  and  post-office  addresses 
of  the  persons  to  whom  the  Automotive  Parts  Co.  was  shipping  its 
product  and  the  amount  of  such  products  shipped  to  each  person. 

Par.  7.  Said  detective  at  the  time  he  applied  to  the  Automotive 
Parts  Co.  for  employment  asked  to  be  assigned  to  a  position  on  what 
is  known  as  the  assembly  bench,  and  was  given  such  position.    The 
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assembly  bench  is  the  place  where  the  fans  manufactured  by  the 
Automotive  Parts  Co.  are  prepared  for  shipment.  After  the  fans 
are  assembled  they  are  placed  on  the  floor  a  few  feet  from  the  assem- 
bly bench  in  the  same  room,  and  are  there  packed  in  boxes  or  crated 
for  shipment,  and  marked  with  the  name  and  post-office  address  of 
the  purchaser.  The  packing  and  marking  is  done  within  the  view  of 
persons  working  at  the  assembly  bench,  and  said  detective  frequently 
examined  the  boxes  in  vhich  the  fans  were  packed,  and  saw  the 
names  and  post-office  addresses  of  the  purchasers. 

Pab.  8.  After  said  detective  was  discharged  from  the  employ  of  the 
Automotive  Parts  Co.  (Sept.  14,  1918),  he  hired  one  John  Davis, 
an  employee  of  the  Automotive  Parts  Co.,  to  furnish  him  with  in- 
formation as  to  the  materials  which  came  into  and  which  went  out 
of  the  plant  of  the  Automotive  Parts  Co.,  and  also  the  names  and 
post-office  addresses  of  the  persons  to  whom  the  Automotive  Parts 
Co.  shipped  its  product.  Said  detective  paid  said  John  Davis  for 
such  services  each  night  as  the  information  was  delivered. 

Par.  9.  Respondent  claims  that  there  was  a  '^leak"  in  its  office 
by  which  the  Automotive  Parts  Co.  was  obtaining  information  as 
to  its  business  and  that  the  detective  was  placed  in  the  plant  of  the 
Automotive  Parts  Co.  for  the  purpose  of  discovering  such  "  leak." 

Pab.  10.  Louis  Schwitzer  is  and  has  been  since  its  organization 
the  president  of  the  Automotive  Parts  Co.  He  was,  from  October 
1,  1916,  to  February  16,  1918,  engineer  and  productive  manager  of 
respondent,  and  designed  the  roller-bearing  type  of  fan  manufac- 
tured by  the  Automotive  Parts  Co.  He  is  an  Austrian  by  birth  and 
at  the  time  of  the  heariilg  in  this  proceeding  was  not  a  citizen  of  the 
United  States. 

Par.  11.  The  roller-bearing  type  of  fan  as  manufactured  by  the 
Automotive  Parts  Co.  costs  approximately  48  cents  more  to  manu- 
facture than  the  cup-and-cone  type  of  fan. 

Par.  12.  The  roller-bearing  type  of  fan  as  made  by  the  Automo- 
tive Parts  Co.  satisfactorily  performs  the  work  for  which  it  was 
designed. 

Par.  13.  Kespondent  has  represented  to  the  trade  that  the  roller- 
bearing  type  of  fan  costs  less  to  manufacture  than  the  cup-and-cone 
type  of  fan  and  that  the  roller-bearing  type  of  fan  would  not  work 
satisfactorily. 

Par.  14.  Respondent  makes  and  offers  to  the  trade  a  roller-bearing 
type  of  fan  similar  to  the  fan  manufactured  by  the  Automotive  Parts 
Co.  and  offers  it  at  a  price  less  than  the  price  charged  by  the  Automo- 
tive Parts  Co. 

Par.  16.  Bespondent  does  not  offer  its  roller-bearing  fan  to  the 
trade  in  good  faith  for  the  purpose  of  selling  it,  but  solely  for  the 
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purpose  of  depreciating  the  value  of  the  roller-bearing  type  of  fan 
as  manufactured  by  its  competitor  and  inducing  the  trade  and  the 
public  to  believe  that  its  competitor  is  selling  its  roller-bearing  type 
of  fan  at  more  than  a  fair  price. 

CONCLUSIONS. 

The  several  acts  and  conduct  of  the  respondent  as  set  forth  in  the 
foregoing  findings  as  to  the  facts  are,  and  each  of  them  is,  in  the 
circumstances  therein  set  forth,  violations  of  the  provisions  of  section 
5  of  the  act  of  Congress  approved  September  26,  1914,  entitled  ^^An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  and  the  methods  of  competition  set 
forth  in  said  findings  are,  and  each  of  them  is,  in  the  circumstances 
therein  set  forth,  unfair  methods  of  competition  in  interstate  com- 
merce. 

ORDEB  TO  CEASE  AND  DESIST. 

The  Federal  Trade  Commission  having  issued  and  served  its  com- 
plaint herein,  and  the  respondent.  The  Oakes  Co.,  having  entered  its 
appearance  by  Gavin  &  Gavin,  its  attorneys,  and  having  served  and 
filed  its  answer  to  said  complaint,  and  testimony  having  been  taken 
in  support  of  said  complaint  and  on  behalf  of  said  respondent  in 
support  of  its  answer,  and  the  Commission  having  made  its  findings 
as  to  the  facts  and  its  conclusions  in  this  proceeding,  and  on  the  date 
hereof  having  made  and  filed  a  report  containing  its  findings  as  to 
the  facts  and  its  conclusions  that  the  respondent  has  violated  section 
5  of  the  act  of  Congress  approved  September  26,  1914,  entitled  ^^An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  which  said  report  is  hereby  referred 
to  and  made  a  part  hereof :  Therefore, 

It  is  hereby  ardeted^  That  the  respondent,  The  Oakes  Co.,  its  officers, 
agents,  servants,  and  employees,  cease  and  desist  from  placing  or 
causing  to  be  placed  in  the  manufacturing  plant  of  the  Automotive 
Parts  Co.  a  detective  or  detectives,  or  any  other  person,  agent,  or 
employee  of  the  respondent,  for  the  purpose  of  ascertaining  any  in- 
formation relative  to  the  business  of  said  Automotive  Parts  Co.,  and 
particularly  the  names  and  post-office  addresses  of  the  persons  to 
whom  the  Automotive  Parts  Co.  ships  its  product  and  the  amount 
of  such  product  shipped  to  each  such  person,  and  from  practicing 
any  system  of  espionage  upon  the  business  of  said  Automotive 
Parts  Co. 

It  is  further  ordered.  That  within  60  days  from  the  date  of  the 
service  of  this  order  upon  you  you  report  to  the  Commission  how  and 
in  what  manner  you  have  complied  with  the  terms  of  this  order. 
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LEWIS  PELSTBINQ. 

CX>MPLAINT  IK  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SEOTIOK  6  OF 
AN  ACT  OF  G0N0BES8  AFPBOVED  SEPTEMBER  26,  1914. 

Docket  600.— September  9,  1920. 

Syllabus. 

Where  an  Individual  tinder  the  names  of  "Govemm^it  Supply  House**  and 
**  Pelstrlng's  Government  Supply  House  '*  falsely  and  deceptively  advertised 
and  offered  for  sale  various  paints  and  varnishes  as  "  Qovemment  supplies," 
"  War  supplies,"  "  Qovernment  spar  varnish,"  and  "  Government  structural 
paint,  boxed  for  overseas  shipment,"  the  fact  being  that  such  paints  and 
varnishes  had  never  belonged  to  the  Government  or  any  department  thereof, 
and  that  at  the  time  of  said  advertisements  he  had  In  stock  no  paint,  varnish, 
or  war  or  other  supplies  of  any  kind  with  which  the  Government  had  been 
In  any  way  connected: 

Held,  That  such  false  and  misleading  advertising,  under  the  circumstances  set 
forth,  constituted  an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Lewis  Pelstring,  herein- 
after referred  to  as  respondent,  has  been  and  is  using  unfair  methods 
of  competition  in  interstate  commerce  in  violation  of  the  provisions 
of  section  5  of  an  act  of  Congress  approved  September  26,  1914,  en- 
titled ^^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,"  and  it  appearing  tiiat 
a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of  the 
public,  issues  this  complaint,  stating  its  charges  in  that  respect,  on 
information  and  belief,  as  follows: 

Paragraph  1.  That  the  respondent,  Lewis  Pelstring,  is  a  resident 
of  the  State  of  Pennsylvania,  having  his  principal  office  and  place  of 
business  located  in  Philadelphia,  in  said  State,  and  has  been  for  more 
than  one  year  last  past  and  now  is  engaged  in  the  business  of  selling 
paints,  varnishes,  and  kindred  products  throughout  various  States  of 
the  United  States,  and  at  all  times  hereinafter  mentioned  has  carried 
on  said  business  in  direct  competition  with  other  persons,  firms,  co- 
partnerships, and  corporations  similarly  engaged. 
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Par.  2.  That  the  respondent  in  the  course  of  his  said  business  has, 
within  one  year  last  past,  caused  to  be  inserted  in  various  newspapers 
circulated  in  and  among  the  several  States  of  the  United  States 
various  advertisements  in  which  he  has,  under  the  names  of  ^^  Govern- 
ment Supply  House  "  and  "  Pelstring^s  Government  Supply  House  " 
offered  for  sale  various  paints  and  varnishes  designated  by  him  as 
"Government  supplies,"  "War  supplies,"  "Government  spar  var- 
nish," "  Government  structural  paint,  boxed  for  overseas  shipment," 
when  in  fact  said  paints  and  varnishes  had  been  bought  by  respond- 
ent from  other  dealers  in  the  ordinary  course  of  business,  and  had 
never  belonged  to  the  United  States  Government,  or  any  department 
thereof. 

Par.  3.  That,  among  others,  three  advertisements  were  printed  on 
November  23, 1919,  December  7, 1919,  and  December  28, 1919,  respec- 
tively, in  the  "  For  sale  "  columns  of  the  Philadelphia  North  Ameri- 
can, a  daily  newspaper  published  in  the  city  of  Philadelphia,  State  of 
Pennsylvania,  and  having  a  large  circulation  throughout  said  State 
and  the  adjoining  States. 

Par.  4.  That  at  said  times  respondent  did  not  have  in  stock  any 
Government  paint  or  varnish,  or  Government  or  war  supplies  of  any 
kind,  or  any  supplies  which  had  been  manufactured  for  the  Govern- 
ment or  boxed  for  overseas  shipment,  as  stated  in  said  advertisements, 
or  any  goods  with  which  the  United  States  Government  had  been  in 
any  way  connected,  of  all  of  which  facts  respondent  had  full  knowl- 
edge at  the  time  of  the  publication  of  said  advertisements. 

Par.  5.  That  by  reason  of  the  facts  set  out  in  the  foregoing  para- 
graphs of  this  complaint  the  respondent  has  been  guilty  of  unfair 
methods  of  competition  in  commerce  as  defined  and  prohibited  by  sec- 
tion 5  of  an  act  of  Congress  approved  September  26,  1914,  entitled 
^An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes." 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  Lewis  Pelstring,  charging  him 
with  the  use  of  unfair  methods  of  competition  in  commerce  in  viola- 
tion of  the  provisions  of  said  act. 

The  respondent  having  filed  his  answer,  wherein  he  admits  that 
the  matters  and  things  alleged  in  said  complaint  are  true  in  the 
manner  and  form  alleged,  and  wherein  respondent  stipulates  and 
agrees  that  the  Commission  shall  take  said  answer  as  the  evidence 
in  this  case  and  in  lieu  of  testimony,  and  shall  forthwith  and  there- 
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upon  make  and  enter  its  report,  stating  its  findings  as  to  the  facts 
and  its  conclusion,  and  its  order  to  cease  and  desist  from  the  methods 
of  competition  complained  of,  disposing  of  this  proceeding  without 
the  introduction  of  testimony  or  presentation  of  argument,  and  the 
Commission  having  duly  considered  the  record  and  being  fully  ad- 
vised in  the  premises,  now  makes  this  its  findings  as  to  the  facts 
and  conclusion: 

FINDINGS  AS  TO  THE  FAGTS. 

Pabagbaph  1.  That  respondent,  Lewis  Pelstring,  is  a  resident  of 
the  State  of  Pennsylvania,  having  his  principal  office  and  place  of 
business  located  in  Philadelphia,  in  said  State,  and  has  been  for 
more  than  one  year  last  past,  and  now  is,  engaged  in  the  business  of 
selling  paints,  varnishes,  and  kindred  products  throughout  various 
States  of  the  United  States,  and  at  all  times  hereinafter  mentioned 
has  carried  on  said  business  in  direct  competition  with  other  persons, 
firms,  copartnerships,  and  corporations  similarly  engaged. 

Par.  2.  That  respondent  in  the  course  of  his  said  business  has 
within  one  year  last  past  caused  to  be  inserted  in  various  news- 
papers circulated  in  and  among  the  several  States  of  the  United 
States  various  advertisements  in  which  he  has,  under  the  names  of 
"  Government  Supply  House  "  and  "  Pelstring's  Government  Supply 
House,''  offered  for  sale  various  paints  and  varnishes  designated  by 
him  as  "  Government  supplies,"  "  War  supplies,"  "  Government  spar 
varnish,"  "Government  structural  paint,  boxed  for  overseas  ship- 
ment," when  .in  fact  said  paints  and  varnishes  had  been  bought  by 
respondent  from  other  dealers  in  the  ordinary  course  of  business, 
and  had  never  belonged 'to  the  United  States  Government  or  any 
department  thereof. 

Par.  3.  That,  among  others,  three  such  advertisements  were  printed 
on  November  23,  1919,  December  7,  1919,  and  December  28,  1919, 
respectively,  in  the  "  For  sale  "  columns  of  the  Philadelphia  North 
American,  a  daily  newspaper  published  in  the  city  of  Philadelphia, 
State  of  Pennsylvania,  and  having  a  large  circulation  throughout  the 
said  State  and  the  adjoining  States. 

Par.  4.  That  at  said  times  respondent  did  not  have  in  stock  any 
Government  paint  or  varnish,  or  Government  or  war  supplies  of  any 
kind,  or  any  supplies  which  had  been  manufactured  for  the  Govern- 
ment or  boxed  for  overseas  shipment,  as  stated  in  said  advertisements, 
or  any  goods  with  which  the  United  States  Government  had  been  in 
any  way  connected,  of  all  of  which  facts  respondent  had  full  knowl- 
edge at  the  time  of  the  publication  of  said  advertisements. 

Par.  5.  That  the  said  advertisements  are  false  and  deceptive  and 
misleading  to  the  purchasing  public. 
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OOKGLUBIOK. 

The  practices  of  said  respondent,  under  the  conditions  and  circum- 
stances described  in  the  foregoing  findings  as  to  the  facts,  are  unfair 
methods  of  competition  in  interstate  commerce  and  constitute  a  vio- 
lation of  section  5  of  the  act  of  Congress  approved  September  26, 
1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to  define 
its  powers  and  duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion, the  complaint  of  the  Commission,  and  answer  of  the  respondent 
admitting  that  the  matters  and  things  alleged  in  said  complaint  are 
true  in  the  manner  and  form  alleged,  and  agreeing  that  the  Com- 
mission shall  take  said  answer  as  evidence  in  this  case  in  lieu  of 
testimony  and  dispose  of  this  proceeding  without  the  introduction 
of  testimony  or  the  presentation  of  argument,  and  the  Commission 
having  made  and  filed  its  findings  as  to  the  facts  and  its  conclusion 
that  respondent  has  violated  the  provisions  of  section  5  of  an  act  of 
Congress  approved  September  26,  1914,  entitled  "  An  act  to  create  a 
Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes  " : 

It  is  now  ordered^  That  the  respondent,  Lewis  Pelstring,  his  agents, 
representatives,  servants,  and  employees,  do  cease  and  desist  from 
publishing  or  causing  to  be  published  advertisements  under  or  in 
comiection  with  such  names  as  "  Government  Supply  House  "  and 
^  Pelstring's  Government  Supply  House,"  or  any  other  names,  offer- 
ing for  sale  paints,  varnishes,  or  kindred  products  under  or  in  con- 
nection with  such  designations  as  "Government  supplies,"  "War 
supplies,"  "Government  spar  varnish,"  "Government  structural 
paint,  boxed  for  overseas  shipment,"  or  under  any  other  ilesignation 
similar  thereto,  when  said  paints  or  varnishes  have  never  belonged 
to  the  United  States  Government  or  to  any  department  thereof. 

It  is  further  ordered^  That  the  respondent,  Lewis  Pelstring,  shall, 
within  60  days  after  the  service  upon  him  of  a  copy  of  this  order, 
file  with  the  Commission  a  report  in  writing  setting  forth  in  detail 
the  manner  and  form  in  which  he  has  complied  with  the  order  to 
cease  and  desist  hereinbefore  set  forth. 
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FEDERAL  TRADE  COMMISSION 
COMMONWEALTH  COMPANY. 

COMPLAINT  IN  THE  MATTES  OF  THE  AIjLBGED  VIOLATION  OF   SBOTION  S 
OF  AN  ACT  OF  C0NGSE88  APPROVED  BEFTEMBER  26,  1014. 

Docket  401.— S^^^tember  14,  1020. 

Syllabus. 

Where  a  corporation  engaged  in  the  sale  of  groceries  by  mail,  exclnslTely  in 
combination  orders  composed  of  one  or  more  weU-known  staple  articles  and 
others  not  so  w^  Imown,  to  customers  haying  no  knowledge  of  its  costs 
and  profits,  in  advertising  said  orders 

(a)  Set  forth  prices  of  the  different  items  as  ''Our  wholesale  price  to  yon," 
which  prices,  for  the  well-known  staple  articles,  were  less  than  cost,  but 
for  the  others  were  solficiently  in  excess  thereof  to  afford  a  satisfactory 
profit  on  the  order  as  a  whole; 

(6)  Overstated  the  retail  prices  ordinarily  asked  for  the  different  items  com- 
posing the  various  orders; 

With  the  effect,  taken  in  connection  with  other  false  and  misleading  statements, 
of  deceiving  and  misleading  the  public  into  beUeving  that  it  was  selling  all 
items  on  the  basis  suggested  by  the  prices  assigned  to  the  well-known  staple 
articles,  and,  in  general,  that  it  was  selling  groceries  at  prices  less  than 
those  charged  by  competitors,  instead  of  at  the  same  or  higher  prices : 

Held.  That  such  false  and  misleading  advertising,  under  the  dicnmstamces  set 
forth,  constituted  an  unfair  method  of  competition. 

COMPLAINT, 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Commonwealth  Co., 
hereinafter  referred  to  as  the  respondent,  has  been  and  is  using  un- 
fair methods  of  competition  in  interstate  commerce  in  violation  of 
the  provisions  of  section  5  of  an  act  of  Congress  approved  September 
26, 1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,^  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  that  respect^ 
on  information  and  belief,  as  follows : 

Paragraph  1.  That  the  respondent,  the  Commonwealth  Co.,  is  a 
corporation  organized,  existing,  and  doing  business  under  and  by 
virtue  of  the  laws  of  the  State  of  Qlinois,  having  its  principal  office 
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and  place  of  business  in  the  city  of  Chicago  in  said  State,  and  is  now, 
and  for  more  than  a  year  last  past  has  been,  engaged  in  the  sale  of 
groceries  by  mail  throughout  the  several  States  of  the  United  States 
and  the  District  of  Columbia  in  direct  competition  with  other  per- 
sons, copartnerships,  and  corporations  similarly  engaged. 

Par.  2.  That  during  the  year  last  past  in  the  conduct  of  its  business 
in  the  sale  of  groceries  in  interstate  commerce  as  aforesaid  the  re- 
spondent has  adopted  the  practice  of  selling  its  groceries  in  combina- 
tion orders  consisting  of  one  or  more  well-known  and  staple  articles 
combined  with  others  not  so  well  known  or  familiar  to  the  purchas- 
ing public,  such  combination  orders  being  sold  at  a  fixed  aggregate 
price ;  that  said  combination  orders  are  extensively  advertised  by  the 
respondent  in  newspapers,  magazines,  and  catalogues,  which  adver- 
tisements set  forth  the  different  items  of  the  said  combination  orders, 
together  with  the  individual  prices  of  said-  items,  which  for  the  well- 
known  and  staple  articles  are  less  than  cost  but  for  the  less  familiar 
articles  are  at  such  increased  prices  as  gives  the  respondent  a  satis- 
factory profit  upon  the  aggregate  items  of  the  said  combination  or- 
ders, and  that  the  effect  of  said  form  of  advertisement  in  connec- 
tion with  other  false  and  misleading  statements  contained  in  said 
advertisements  is  to  deceive  and  mislead  the  public  into  the  belief 
that  the  other  items  of  groceries  composing  respondent's  said  com- 
bination orders  are  sold  at  the  same  proportionately  low  prices  as 
the  staple  and  well-known  groceries,  and  that  groceries  in  general  are 
sold  by  the  respondent  at  prices  very  much  less  than  those  charged  by 
competitors. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  Commonwealth  Co.,  charging  it 
with  the  use  of  unfair  methods  of  competition  in  commerce  in  viola- 
tion of  the  provisions  of  said  act. 

The  respondent  having  failed  to  answer  said  complaint  within  the 
time  prescribed  by  law  and  the  rules  of  practice  of  the  Commission, 
or  at  all,  due  notice  was  served  upon  the  respondent  of  the  time  and 
place  of  hearing  and  thereupon  hearings  were  had  before  an  exam- 
iner of  the  Commission,  theretofore  duly  appointed,  and  evidence 
was  introduced  in  support  of  the  allegations  of  the  complaint,  and 
the  respondent,  by  its  attorney,  Charles  B.  Stafford,  £sq.,  appeared 
and  stated  of  record  that  it  would  neither  submit  testimony  nor  make 
a  defense  herein. 
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And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  duly  considered  the  record  and  being  now  fully 
advised  in  the  premises,  make  this  its  findings  as  to  the  facts  and 
conclusion : 

FINDINGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent,  the  Commonwealth  Co.,  is  a 
corporation  organized,  existing,  and  doing  business  under  and  by 
virtue  of  the  laws  of  the  State  of  Illinois,  having  its  principal  office 
and  place  of  business  in  the  city  of  Chicago,  in  said  State,  and  at 
the  time  of  the  issuing  of  the  Commission's  complaint  and  for  more 
than  a  year  last  past  therefrom  has  been  engaged  in  the  sale  of 
groceries  by  mail  throughout  the  several  States  of  the  United  States 
and  the  District  of  Columbia,  in  direct  competition  with  other  per- 
sons, copartnerships,  and  corporations  similarly  engaged. 

Par.  2.  That  during  all  of  the  time  herein  mentioned  respondent 
in  the  conduct  of  its  business  in  the  sale  of  groceries  in  interstate 
commerce  as  aforesaid  has  adopted  the  practice  of  selling  its  gro- 
ceries in  combination  orders  consisting  of  one  or  more  well-known 
and  staple  articles  combined  with  others  not  so  well  known  or 
familiar  to  the  purchasing  public,  such  combination  orders  being 
sold  at  a  fixed  aggregate  price;  that  said  combination  orders  are 
extensively  advertised  by  the  respondent  in  newspapers,  magazines, 
and  catalogues,  which  advertisements  set  forth  the  different  items  of 
the  said  combination  orders,  together  with  the  individual  price  of 
said  items,  which  for  the  well-known  and  staple  articles  are  less  than 
cost,  but  for  the  less  familiar  articles  are  at  such  increased  prices  as 
gives  the  respondent  a  satisfactory  profit  upon  the  aggregate  items 
of  the  said  combination  orders,  and  that  the  effect  of  said  form  of 
advertisement  in  connection  with  other  false  and  misleading  state- 
ments contained  in  said  advertisements  is  to  deceive  and  mislead 
the  public  into  the  belief  that  the  other  items  of  groceries  composing 
respondent's  said  combination  orders  are  sold  at  the  same  propor- 
tionately low  prices  as  the  staple  and  well-known  groceries,  and  that 
groceries  in  general  are  sold  by  the  respondent  at  prices  very  much 
less  than  those  charged  by  competitors. 

Par.  8.  That  the  respondent  in  conducting  its  business  solicited 
the  general  public,  customers,  and  prospective  customers,  by  means 
of  representations  contained  in  catalogues  and  other  advertising 
matter  of  which  the  Commission's  Exhibits  1,  2,  8,  4,  7,  and  8  are 
copies  heretofore  duly  received  in  evidence,  and  which  respondent 
caused  to  be  published  and  circulated  through  the  States  and  Terri- 
tories of  the  United  States  and  the  District  of  Columbia. 
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Par,  4.  That  durmg>  the  first  two  months  of  the  conduct  of  re- 
spondent's said  business  respondent  received,  as  a  result  of  such 
representations  contained  in  said  catalogues  and  other  advertising 
matter,  orders  for  combinations  or  assortments  of  grocery  products 
amounting  to  from  $6,000  to  $8,000,  and  was  receiving  at  the  end  of 
that  time  approximately  100  orders  a  day ;  and  that  the  various  items 
comprising  such  orders  were  sold  at  the  total  respective  prices  for  the 
various  combinations  or  assortments;  and  that  respondent  refused 
to  sell  separately  the  items  of  grocery  products  comprising  such  com- 
binations or  assortments  at  the  ostensible  prices  or  figures  appearing 
opposite  each  item  of  such  combinations  or  assortments  so  advertised 
and  offered  for  sale. 

Par.  5.  That  the  prices  published  in  said  Exhibits  1,  2,  3,  4,  7,  and 
8,  imder  the  heading  ^^Approximate  retail  price,"  were  at  all  times 
herein  mentioned  higher  than  prices  ordinarily  asked  by  retail  dealers 
for  similar  articles  of  equal  or  better  quality. 

Par.  6.  That  the  figures,  ostensible  prices,  published  in  said  ex- 
hibits and  appearing  under  the  heading  '^Our  wholesale  price  to 
you,"  have  no  relation  whatever  to  the  articles  opposite  to  which 
they  af>pear  as  prices,  but  are  arbitrary  figures  selected  and  arranged 
so  as  to  equal  the  total  price  of  each  combination  or  assortment, 
which  total  price  is  the  only  price  respondent  intended  to  receive, 
and  did  receive,  for  the  grocery  products  comprising  each  such  assort- 
ment so  advertised  and  sold ;  that  such  figures,  ostensible  prices,  in 
so  far  as  they  are  published  and  placed  opposite  to  or  in  connection 
with  the  items  sugar  and  flour  in  said  exhibits,  except  pages  15  to  24, 
inclusive,  in  said  Exhibit  8,  are  less  than  the  wholesale  prices,  or  any 
prices,  at  which  respondent  during  any  time  mentioned  herein  could 
buy  sugar  or  flour,  while  figures,  ostensible  prices,  placed  opposite 
some  other  items  named  in  such  combinations  or  assortments,  are  in 
excess  of  actual  prices  which  would  afford  respondent  a  reasonable 
profit  on  the  sale  of  such  items ;  and  that  the  only  figures  published 
as  prices  in  connection  with  any  given  assortment  or  combination  in 
any  of  said  exhibits  which  represent  actual  or  bona  fide  prices  are 
the  figures  representing  totals,  and  no  others. 

Par.  7.  That  the  column  of  figures,  ostensible  prices,  as  they  appear 
in  said  exhibits  under  the  often-repeated  heading  ^^Our  wholesale 
price  to  you,"  is  constructed  in  such  a  manner  that  if  respondent 
actually  sold  such  items  at  the  figures,  ostensible  prices,  appearing 
opposite  thereto,  respondent  would  be  selling  sugar  and  flour  and 
other  staples,  the  prices  of  which  are  well  known  to  the  public  gen- 
erally, at  prices  far  below  the  wholesale  cost  of  such  staples,  while 
the  figures,  ostensible  prices,  placed  opposite  such  items,  the  prices 

74086*— 22 4 


50  FEDEBAI.  TRADE  C0MMI8SI0K  DECISIONS. 

Conclusions.  3  F.  T.  G. 

of  which  are  not  well  known  to  the  public  generally,  are  far  in  excess 
of  the  wholesale  prices  which  respondent  pays  for  such  items,  so  that 
if  respondent  actually  sold  said  items  at  the  said  figures,  ostensible 
prices,  appearing  opposite  each  of  said  items,  it  would  make  up  on 
the  less*known  articles  the  loss  which  would  be  sustained  on  staples, 
the  prices  of  which  are  well  known  to  the  public  generally. 

Par.  8.  That  such  figures,  ostensible  prices,  as  appear  under  said 
heading,  "  Our  wholesale  price  to  you,"  do  not  show  the  true  price 
which  customers  and  prospective  customers  pay  for  the  individual 
items  composing  such  combination;  that  if  respondent  eliminated 
entirely  all  such  figures,  ostensible  prices,  or  substituted  any  other 
set  of  figures  therefor  whose  sum  equals  such  total  price,  irrespective 
of  how  such  figures  would  be  arranged  with  reference  to  said  items, 
customers  and  prospective  customers  would  pay  no  more  or  no  less 
for  such  flour  or  sugar  or  any  other  item  or  aU  of  the  items  named 
in  such  combination  or  assortment  than  such  customers  now  pay 
respondent. 

Par.  9.  That  each  such  total  price  received  for  said  combination  or 
assortment  is  sufficient  to  yield  respondent  a  satisfactory  profit. 

Par.  10.  That  respondent  does  not  possess  any  advantages  inl)uying 
grocery  products  which  enable  it  to  sell  such  products  at  prices  lower 
than  other  dealers. 

Par.  11.  That  respondent  sells  neither  sugar  at  3  cents  a  pound 
nor  flour  at  $7  per  barrel,  nor  does  it  sell  either  of  these  staples  or 
any  other  product  named  as  an  item  in  such  combinations  or  assort- 
ments at  any  price  which  respondent  specifies  in  connection  there- 
with ;  that  the  price  received  for  any  given  combination  as  a  whole  is 
approximately  the  same  or  greater  than  the  sum  of  the  prices  at  which 
the  items  composing  such  combination  or  assortment  ordinarily  sell 
for  at  retail  as  separate  items ;  that  the  price  which  respondent  actu- 
ally receives  for  any  such  item  equals  the  cost  of  each  item  plus  a 
portion  of  the  gross  profit  on  the  combination  or  assortment  as  a 
whole;  that  customers  and  prospective  customers  have  no  knowledge 
of  respondent's  costs  and  profits ;  and  the  actual  price  paid  by  such 
customers  for  any  item  named  in  said  combinations  or  assortments  is 
farther  hidden  by  the  figures,  ostensible  prices,  published  under  the 
said  heading, "  Our  wholesale  price  to  you." 

GONCLTTSIONS. 

That  the^methods  set  forth  in  the  foregoing  findings  of  fact,  under 
tile  circumstances  therein  set  forth,  are  unfair  methods  of  competi- 
tion, in  violation  of  the  provisions  of  section  5  of  the  act  of  Congress 
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approTed  September  26,  1914,  entitled  ^^An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes." 

ORDER  ^  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  statement  of  the 
respondent  by  its  attorney,  Charles  B.  Stafford,  Esq.,  that  it  would 
not  make  a  defense  herein,  the  testimony  and  evidence  in  support  of 
the  allegations  of  the  complaint,  and  the  Commission  having  made 
its  findings  as  to  the  facts  with  its  conclusion  that  respondent  has 
violated  the  provisions  of  the  act  of  Congress  approved  September 
26,  1914,  entitled  ^^An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes  " : 

It  is  now  ordered^  That  the  respondent.  Commonwealth  Co.,  its 
o£Bcers,  agents,  representatives,  servants,  and  employees,  do  cease 
and  desist,  both  directly  and  indirectly : 

From  circulating  or  causing  to  be  circulated  advertisements  offer- 
ing for  sale  commodities  in  combination  or  assortment  lots  wherein 
figures,  or  ostensible  prices,  appear  opposite  to  or  otherwise  in  con- 
nection with  the  individual  items  of  such  combinations  or  assort- 
ments, when  such  figures,  or  ostensible  prices,  have  no  true  relation 
to  such  items,  but  appear  in  such  amounts  as  when  added  will  equal 
the  price  at  which  such  combinations  or  assortments  are  sold  as  a 
whole ; 

From  constructing  or  arranging  such  ostensible  prices  in  such 
manner  that  if  the  individual  items  were  actually  sold  at  the  figures, 
or  ostensible  prices,  appearing  opposite  to  or  otherwise  in  connection 
therewith,  commodities  the  prices  of  which  are  well  known  to  the 
public  generally  would  be  sold  below  cost  thereof,  while  commodi- 
ties the  prices  of  which  are  not  well  known  to  the  public  generally 
would  be  sold  sufficiently  above  the  cost  thereof  to  make  up  on  the 
less-known  articles  the  loss  which  would  be  sustained  on  commodities 
the  prices  of  which  are  well  known  to  the  public  generally ; 

From  misrepresenting  the  true  price  at  which  commodities  are 
actually  sold  by  advertising  figures  purporting  to  be  prices  which 
for  one  or  more  items  forming  a  part  of  such  combination  or  assort- 
ment equal  the  cost  of  such  items  plus  a  gross  profit  on  the  entire 
combination  plus  a  minus  difference  between  cost  and  an  apparently 
lower  price  for  staples  or  other  remaining  items  or  item,  when  such 
staples  or  remaining  items  or  item  forming  part  of  such  combination 
or  assortment  are  not  separately  sold  at  the  figures  purporting  to  be 
prices  so  advertised ; 
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From  placing  opposite  to,  or  in  connection  with  such  individual 
items,  figures  misrepresenting  prices  at  which  said  items  could  be 
purchased  from  competitors;  and 

From  circulating  any  statements  or  representations  having  a 
tendency  or  capacity  to  falsely  discredit  competitors  or  their  methods 
of  doing  business,  or  which  deceive  or  mislead  customers,  prospective 
customers,  or  the  public  generally  as  to  the  actual  prices  of  com- 
modities so  offered  for  sale,  or  as  to  the  true  character  of  the  trans- 
action advertised. 

It  is  further  ordered^  That  the  respondent,  Commonwealth  Co., 
shall,  within  60  days  after  the  service  upon  it  of  a  copy  of  this  order, 
file  with  the  Commission  a  report  in  writing,  setting  forth  in  detail 
the  manner  and  form  in  which  it  has  complied  with  the  order  to 
cease  and  desist  hereinbefore  set  forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

WILLIAM  H.  PLUNKETT  TRADING  AS  PLUNKETT 

CHEMICAL  CO. 

COICPLAINT  IN  THE   MATTER  OF  THE   ALLEGED  VIOLATION  OF  SECTION   6 
OF  AN  ACT  OF  CONQBESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  572.— September  14,  1920. 

Stixabub. 

Where  an  individnal  engaged  in  the  manufacture  and  sale  of  Cleaning  and  dis- 
infecting fluids  and  similar  products, 

(a)  Circulated  among  customers,  dealers,  and  the  public,  printed  pamphlets  con- 
taining excerpts  from  an  address  by  a  physician,  and  printed  in  a  public 
liealth  bulletin  by  the  United  States  Public  Health  Service,  so  gotten  up  as 
reasonably  to  lead  readers  to  believe  that  said  Public  Health  Service  had 
sweepingly  condemned  the  use  of  drip  machines  employed  by  his  compet- 
itors as  toilet  disinfectors,  the  fact  being  that  the  individual  quoted  was 
not  connected  with  said  service  and  did  not  speak  for  it ;  and 

(&)  Falsely  stated  that  he  had  the  word  of  every  health  authority  in  the 
country  that  drip  cans  were  a  fraud,  and  that  their  use  had  been  discarded 
and  prohibited  as  unsanitary  in  every  United  States  public  building: 

Beld,  That  such  false  and  misleading  advertising  and  such  false  statements, 
under  the  circumstances  set  forth,  constituted  unfair  methods  of  com- 
petition. 

COMPLAINT. 

The  Federal  Trade  Commission  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  William  H.  Plunkett 
(trading  under  the  name  and  style  of  Plunkett  Chemical  Co.),  here- 
inafter referred  to  as  the  respondent,  has  been  and  is  using  unfair 
methods  of  competition  in  interstate  commerce,  in  violation  of  the 
provisions  of  section  5  of  an  act  of  Congress  approved  September  26, 
1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes";  and  it 
appearing  that  a  proceeding  by  it  in  respect  thereof  would  be  to 
the  interest  of  the  public,  issues  this  complaint,  stating  its  charges 
in  that  respect  upon  information  and  belief  as  follows: 

Pabagraph  1.  That  the  respondent,  William  H.  Plunkett  (trading 
under  the  name  and  style  of  Plunkett  Chemical  Co.),  is  a  resident 
of  the  city  of  Chicago,  in  the  State  of  Illinois,  and  for  more  than 
one  year  last  past  has  been  engaged  in  the  manufacture  and  sale  of 
cleansing  and  disinfecting  fluids  and  similar  products,  and  in  the 
transportation  of  the  same  from  his  place  of  business  in  the  city  of 
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Chicago,  in  the  State  of  Illinois,  to  purchasers  thereof  in  other  States 
of  the  United  States,  the  Territories  thereof,  the  District  of  Colum- 
bia, and  foreign  countries,  in  direct  competition  with  other  indi- 
viduals, copartnerships,  and  corporations  similarly  engaged. 

Pab.  2.  lliat  the  respondent  for  more  than  one  year  last  past  in 
the  conduct  of  his  business  has  published  and  circulated  throughout 
the  States  of  the  United  States  letters,  pamphlets,  and  other  adver- 
tising matter,  in  which  he  quotes  an  excerpt  from  an  article  which 
appeared  in  a  bulletin  of  the  United  States  Public  Health  Service, 
said  article  being  as  follows: 

The  falladoos  drip  machine,  the  so-called  continuoiis  toilet  dislnfector, 
should  be  mentioDed  only  to  be  condemned.  It  does  not  disinfect;  It  only 
distills  an  odor,  sometimes  worse  than  the  one  it  tries  to  hide,  and  diverts 
attention  from  conditions  that  need  mending. 

That  the  said  article  was  written  by  a  private  physician  not  in 
the  employ  of  or  connected  in  any  way  with  the  United  States  Public 
Health  Service,  and  did  not  receive  the  sanction  and  approval  of  said 
service  by  reason  of  its  being  published  in  one  of  its  bulletins ;  that 
the  respondent  uses  language  such  as  ^'  only  to  be  condemned,  says 
Uncle  Sam,"  in  said  advertising  matter,  and  other  language  which 
misleads  the  public  into  the  belief  that  the  United  States  Public 
Health  Office  had  condemned  the  use  of  the  drip  disinf ectors ;  that 
the  respondent  knowingly  published  and  circulated  said  articles 
and  statements  with  the  intent,  purpose,  and  effect  of  hindering, 
harassing,  and  embarrassing  competitors  engaged  in  the  manufac- 
ture of  said  drip  disinfectors  and  to  prevent  the  sale  thereof. 

Pab.  3.  That  the  respondent  for  more  than  one  year  last  past,  in 
the  conduct  of  its  business,  has  circulated  letters  to  the  public 
throughout  the  various  States  of  the  United  States  in  which  it  makes 
the  statement  that  drip  cans  are  a  fraud ;  that  every  health  authority 
in  the  country  has  condemned  them  and  that  they  have  been  dis- 
carded and  prohibited  in  every  United  States  public  building  as  un- 
sanitary; that  said  statements  are  false  and  misleading  and  that 
respondent  knowingly  circulated  said  statements  with  the  intent, 
purpose,  and  effect  of  hindering,  harassing,  and  embarrassing  com- 
petitors in  the  manufacture  of  drip  disinfectors  and  to  prevent  the 
sale  thereof. 

EEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

The  Federal  Trade  Commission,  having  issued  and  served  its  com- 
plaint herein,  wherein  it  is  alleged  that  it  had  reason  to  believe  that 
the   above-named   respondent,   William   H.   Plunkett,   trading   as 
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Plimkett  Chemical  Co.,  had  been  and  then  was  using  unfair  methods 
of  competition  in  interstate  commerce  in  violation  of  the  provisions  of 
section  5  of  an  act  of  Congress  approved  September  26, 1914,  entitied 
^'An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes,''  and  that  a  proceeding  by  it  in 
that  respect  would  be  to  the  interest  of  the  public,  and  fully  stating 
its  charges  in  that  respect;  and  the  respondent  having  entered  his 
appearance  by  attorneys  and  having  duly  filed  his  answer  admitting 
certain  of  the  allegations  of  said  complaint  and  denying  certain 
others  thereof,  and  the  attorneys  for  both  parties  having  signed  and 
filed  an  agreed  statement  of  facts  wherein  and  whereby  it  was  stipu- 
lated and  agreed  that  said  agreed  statement  of  facts  should  be  taken 
by  the  Commission  in  lieu  of  testimony  and  that  the  Commission 
should  forthwith  proceed  upon  such  agreed  statement  of  facts  to 
taiake  and  enter  its  report  stating  its  findings  as  to  the  facts  and  its 
conclusions  and  an  order  disposing  of  the  proceeding;  the  Commis- 
sion and  respondent  having  through  their  respective  attorneys  filed 
briefs  and  arguments,  and  the  Commission  having  duly  considered 
the  same  and  the  record  and  being  fully  advised  in  the  premises, 
makes  this  its  report  and  findings  of  facts  and  conclusions : 

FIK0IKOS  AS  TO  THE  FACTS. 

Paragraph  1.  The  respondent,  William  H.  Plunkett,  is  and  for 
more  than  one  year  last  past  has  been  a  resident  of  the  city  of  Chicago, 
State  of  Illinois,  doing  business  under  the  trade  name  and  style  of 
Plunkett  Chemical  Co. ;  that  he  has  been  and  is  engaged  in  the  manu- 
facture of  cleaning  and  disinfecting  fluids  and  similar  products,  and 
the  sale  and  distribution  of  the  same,  from  his  principal  place  of  busi- 
ness in  said  city  of  Chicago,  State  of  Illinois,  to  purchasers  thereof  in 
the  several  States  of  the  United  States,  and  the  Territories  thereof, 
and  the  District  of  Columbia,  and  foreign  countries,  in  competition 
with  other  individuals,  partnerships,  and  corporations  engaged  in  a 
similar  occupation. 

The  respondent  maintains,  and  for  more  than  one  year  last  past 
has  maintained,  a  branch  office  and  place  of  business  at  61  Park  Place, 
New  York  City,  State  of  New  York,  known  as  the  "  General  Eastern 
Office,*'  with  an  officer  or  agent  in  charge  thereof  known  as  the  **  Gen- 
eral eastern  manager  " ;  said  general  eastern  office  is  the  general  office 
of  the  respondent  in  the  Eastern  States  of  the  United  States;  one 
F.  W.  Gates  has  been  and  still  is  the  officer  or  agent  in  charge  of  said 
general  eastern  office,  and  was  and  is  authorized  and  empowered  to 
transact  and  conduct  the  respondent's  business  throughout  the  East- 
em  States  of  the  United  States. 
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Par.  2.  In  the  conduct  of  respondent's  business  in  said  city  of  Chi- 
cago and  in  said  city  of  New  York  for  more  than  one  year  last  past  the 
respondent  has  published  and  distributed,  tiirough  the  United  States 
mail  and  otherwise,  to  customers,  dealers,  and  the  public  generally,  a 
printed  pamphlet  advertising  his  said  business,  Libeled  and  entitled 
on  the  outside  of  the  first  cover  page  as  follows : 

^^Conservation  of  Health,"  ^A  word  on  an  important  subject," 
^From  Plunkett  Chemical  Company,  main  office  and  laboratory, 
Chicago,  U.  S.  A." ;  that  on  the  inside  of  the  back  cover  page  of  this 
pamphlet  were  the  following  words  and  figures,  to  wit : 

Bxtracts  from  PubUc  Health  Report,  issued  by  United  States  PubUc  Health 
Service,  Washington,  D.  C,  August  11, 1916.    Volume  SI,  No.  82,  page  2141. 

The  fallacious  drip  machine,  the  so-called  continuous  toilet  disinfector,  should 
be  mentioned  only  to  be  condemned.  It  does  not  disinfect;  it  only  distills  an 
odor,  sometimes  worse  than  the  one  It  tries  to  hide,  and  diverts  attention  from 
conditions  which  need  mending. 

Copies  may  be  had  for  5^  a  copy  by  addressing  the  Superintendent  of  Docu- 
ments, Government  Printing  Office,  Washington,  D.  C 

Pab.  8.  The  respondent  also  published  another  printed  pamphlet 
and  distributed  the  same,  through  the  United  States  mail  from  his 
said  Chicago  and  New  York  offices,  to  customers,  dealers,  and  the 
public  generally,  which  pamphlet  was  labeled  and  entitled  on  the 
first  page  of  the  cover  sheet  as  follows :  "  Stop,"  "  Flagged !  "  "  Just 
in  time  to  prevent  your  plant  from  becoming  a  disease-breeding  spot 
for  your  operatives."  "  Set  the  switch  *  clear '  to-day."  On  the  in- 
side page  of  the  back  cover  ^eet  of  said  printed  pamphlet  are  the 
words  and  figures,  to  wit : 

Warning  from  Uncle  Sam ! 

Tlie  fialladous  drip  maiAine,  the  so-caUed  continuous  toilet  disinfector,  should 
be  mentioned  only  to  be  condemned. 

It  does  not  disinfect ;  it  only  distills  an  odor,  sometimes  worse  tiian  the  one 
it  tries  to  hide,  and  diverts  attention  from  conditions  that  need  mending. 

(Extract  from  U.  S.  Public  Health  Bulletin,  Aug.  11,  1916,  page  2141,  issued 
by  the  U.  S.  Public  Health  Service,  Washington,  D.  C) 

Pab.  4.  Both  of  the  excerpts  set  forth  in  Findings  2  and  S  were 
copied  from  an  address  delivered  by  Thomas  R.  Crowder,  M.  D.,  of 
Chicago,  before  the  meeting  of  the  New  York  Railroad  Club  held 
April  21, 1916,  and  published  in  the  Public  Health  Report  of  August 
11, 1916,  a  report  issued  weekly  by  the  United  States  Public  Health 
Service.  On  the  page  of  said  Public  Health  Report  for  August  11, 
1916,  facing  the  table  of  contents  appears  the  following: 
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UNITED  STATES  PUBLIC  HEALTH  SBBVICB. 

RUFKBT  Blub,  Surgeon  General. 

DIVISION  or  8ANITABT  BEP0BT8  AND  STATISTIOS. 
Asst  8wK.-  Gen.  John  W.  Tbask,  Chief  of  DivWon, 

The  Public  Health  Reports  are  issued  weekly  by  the  United  States  Public 
Health  Service  through  its  Division  of  Sanitary  Reports  and  Statistics,  pur- 
suant to  acts  of  Gongress  approved  F^ruary  15,  18d8,  and  August  14,  1912. 

They  contain:  (1)  Current  information  of  the  prevalence  and  geographic 
distribution  of  preventable  diseases  in  the  United  States  in  so  far  as  data  are 
obtainable,  and  of  typhus  fever,  cholera,  plague,  yellow  fever,  smallpox,  and 
other  communicable  diseases  throughout  the  world*  (2)  Sanitary  legislation, 
including  court  decisions  on  matters  relating  to  public  health  administration 
and  the  laws  and  regulations  being  enacted  or  adopted  by  State  and  municipal 
authorities  for  the  safeguarding  of  the  public  health.  (8)  Articles  relating 
to  the  cause,  prevention,  or  control  of  disease.  (4)  Other  pertinent  informa- 
tion regarding  sanitation  and  the  conservation  of  the  public  health. 

The  Public  Health  Reports  are  intended  primarily  for  distribution  to  health 
officers,  members  of  boards  or  departments  of  health,  and  those  directly  or 
indirectly  engaged  in  or  connected  with  public  health  or  sanitary  work.  ArticleB 
of  general  or  special  interest  are  issued  as  reprints  from  the  Public  Health 
Reports  or  as  supplements,  and  in  these  forms  are  available  for  general  dis- 
tribution to  those  desiring  them. 

Bequests  for  and  communications  regarding  the  Public  Health  Rq;K>rt8,  re- 
prints, or  supplements  should  be  addressed  to  the  Surgeon  G«ieral,  United 
States  Public  Health  Service,  Washington,  D.  0. 

A  reprint  was  made  of  Dr.  Crowder's  address  by  the  United  States 
Public  Health  Service,  and  a  supply  kept  on  hand  for  general  dis- 
tribution. The  excerpts  from  the  address  of  Dr.  Crowder  were 
printed  in  respondent's  said  pamphlets  in  such  a  manner  as  to  reason- 
ably lead  the  reader  to  believe  that  it  was  the  utterance  of  a  public 
health  official  of  the  United  States  Public  Health  Service. 

Par.  6.  On  August  14, 1919,  F.  W.  Gates,  the  general  eastern  man- 
age, in  charge  of  respondent's  general  eastern  office,  wrote  and  sent 
through  the  United  States  mail  to  Wm.  Wrigley,  Jr.,  &  Co.,  Brook- 
lyn, N.  Y.,  a  letter  in  which  among  other  things,  he  said : 

Drip  cans  are  a  firaud.  We  make  that  statement  Just  as  flat,  hroad,  and 
nnqiialifled  as  it  is  possible.  We  tiave  the  word  of  every  health  authority  in  the 
country.  They  have  been  discarded  and  prohibited  in  every  United  States 
public  buUding  as  unaaniiary. 

Said  letter  was  not  circularized  generally  to  the  customers,  the 
trade,  and  the  public;  two  or  three  letters  containing  similar  lan- 
guage to  that  hereinabove  in  this  finding  quoted  were  written  and 
sent  by  said  general  eastern  manager  to  other  persons. 

Neither  the  respondent  nor  the  respondent's  general  eastern  man- 
ager had  obtained  the  word  of  every  health  authority  in  the  country 


58  FEDERAL  TBADB  COMKISSIOK  DECISIOITS. 

Order.  3  F.  T.  Q. 

concerning  "  drip  cans.''  ^  Drip  cans  ^  had  not,  at  the  time  said  let- 
ters were  written,  and  have  not  yet,  been  discarded  and  prohibited  id 
every  United  States  public  building  as  unsanitary. 

CONCLUSIOKS. 

Under  the  conditions  and  circumstances  set  forth  in  the  foregoing 
findings  of  fact,  the  acts  and  practices  of  the  respondent  constitute 
unfair  methods  of  com{)etition  in  interstate  commerce  in  violation  of 
the  provisions  of  section  5  of  an  act  of  Congress  approved  September 
26,  1914,  entitled  ^An  act  to  create  a  Federal  Trade  Ciommission,  to 
define  its  powers  and  duties,  and  for  other  purposes.'' 

OBDEB  TO  CEASE  AND  DESIST. 

The  Federal  Trade  Commission  having  issued  and  served  its  com- 
plaint herein,  and  the  above-named  respondent  having  entered  his 
appearance  by  his  attorney  and  having  duly  filed  an  answer  ad- 
mitting certain  of  the  allegations  of  the  complaint  and  denying 
others  therein  contained,  and  thereafter  the  respective  attorneys  for 
the  Federal  Trade  Commission  and  said  respondent  having  signed 
and  filed  an  agreed  statement  of  facts  wherein  and  whereby  it  was 
agreed  that  the  said  statement  of  facts  should  be  taken  by  the  Fed- 
eral Trade  Commission  in  lieu  of  testimony;  and  the  Commission 
having  heretofore  made  and  filed  its  report  stating  its  findings  as  to 
the  facts  and  conclusions  that  the  respondent  has  violated  section  5 
of  an  act  of  Congress  approved  September  26, 1914,  entitled  ^'An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  which  said  report  is  hereby  referred 
to  and  made  a  part  hereof:  Now,  therefore. 

It  is  hereby  ordered^  That  the  respondent,  William  H.  Plunkett, 
trading  as  Plunkett  Chemical  Co.,  his  agents  and  employees,  do 
cease  and  desist  from  incorporating  the  following  excerpts  as  an 
utterance  or  statement  of  an  official  of  the  United  States  Public 
Health  Service  in  any  and  all  printed  pamphlets,  circulars,  letters, 
and  other  advertising  media  hereafter  published  and  circulated 
among  the  trade  and  purchasing  public  throughout  the  United 
States: 

Wamiiui:  from  Unde  Sam ! 

The  £allacioiis  drip  machine,  the  so-called  continuoas  toOet  dislnfector,  should 
be  mentiimed  only  to  be  condemned. 

It  does  not  disinfect ;  it  only  distiUs  an  odor,  sometimes  worse  than  the  one 
it  tries  to  liide,  and  diverts  attention  from  oondiUona  that  need  mending. 

(Extract  from  U.  a  PobUc  Health  BoUetin,  Ang.  U»  1916k  page  2141,  issaed 
hy  the  U.  &  PnbUc  Health  Service,  Wasldngton«  D.  C) 
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It  is  further  ordered^  That  the  respondent,  William  H.  Plunkett, 
trading  as  Plunkett  Chemical  Co.,  his  agents  and  employees  do  cease 
and  desist  writing  and  circulating  among  the  trade  and  purchasing 
public  throughout  the  United  States  any  letter,  circular,  pamphlet, 
or  other  advertising  media  containing  the  statement  that— 

Drip  cans  are  a  frand.  We  make  that  statement  Just  as  flat,  broad,  and 
anqaaUfied  as  it  is  possible.  We  have  the  word  of  every  health  authority  in 
the  country.  They  have  been  discarded  and  prohibited  in  every  United  States 
public  building  as  unsaniiary. 

It  is  further  ordered^  That  the  said  William  H.  Plunkett  file  a 
report  in  writing  with  this  Commission,  within  30  days  after  the 
service  upon  him  of  this  order,  showing  the  manner  and  extent  of  his 
compliance  therewith. 
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FEDERAL  TRADE  COMMISSION 
EVERYBODY'S  MERCANTILE  COMPANY, 

GOMPLAINT  IN  THE  MATTER  OF  THE  ALX£QED  VIOIATION  OF  SECTION  6  OF 
AN  ACTT  OF  OONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  S8a— September  14,  1020. 

Stllabxts. 

Where  a  corporation  engaged  in  the  sale  and  dlstributiaii  of  ooflees  at  whidiesale 
gave  and  offered  to  give  to  customers,  as  an  inducement  to  secure  their 
patronage,  certain  personal  property  of  unequal  values,  which  was  intended 
to  be,  and  was,  distributed  to  ultimate  purdiasors  by  lot  or  chance : 

Held,  That  such  distribution  of  gifts,  under  tlie  drcnmstances  set  forth,  con- 
stituted an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Everybody's  Mercantile 
Co.,  hereinafter  referred  to  as  respondent,  has  been  and  is  using  un- 
fair methods  of  competition  in  interstate  conmieroe  in  violation  of  the 
provisions  of  section  5  of  an  act  of  Congress  approved  September  26, 
1914,  entitled  ^^An  act  to  create  a  Federal  Trade  Commission,  to  de- 
fine its  powers  and  duties,  and  for  other  purposes,''  and  it  appearing 
that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of 
the  public,  issues  this  complaint,  stating  its  charges  in  that  respect 
on  information  and  belief  as  follows: 

Paragrafh  1.  That  the  respondent,  Everybody's  Mercantile  Co.,  is 
now  and  was  at  all  times  hereinafter  mentioned  a  corporation  organ- 
ized, existing,  and  doing  business  under  and  by  virtue  of  the  laws 
of  the  State  of  Iowa,  having  its  principal  factory,  office,  and  place 
of  business  located  in  Sioux  City,  Iowa. 

Fab.  2.  That  respondent  now  and  for  more  than  two  years  last 
past  has  been  engaged  in  the  roasting  and  selling  to  the  trade  its 
brand  of  coffee,  known  as  Honest  Value  coffee,  packed  in  pound  con- 
tainers, among  the  several  States  of  the  United  States,  Territories 
thereof,  and  the  District  of  Columbia,  in  direct  competition  with 
other  persons,  firms,  copartnerships,  and  corporations  similarly  en- 
gaged. 
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Pab.  3.  That  for  more  than  one  year  last  past  the  respondent, 
Everybody's  Mercantile  Co.,  in  the  distribution  and  sale  of  its  prod- 
ucts as  aforesaid,  has  given  and  offered  to  give,  and  is  now  giving 
and  offering  to  give  customers  and  prospective  customers,  as  an. 
inducement  to  secure  their  trade  and  patronage,  certain  papers,  cou- 
pons, or  certificates,  which  were  and  are  redeemable  in  various  prizes 
or  premiums,  consbting  of  personal  property  of  unequal  values,  the 
distribution  of  which  was  and  is  determined  by  chance  or  lot» 

Pab.  4.  Respondent  is  a  manufacturer  and  wholesale  grocer,  and  is 
engaged  in  interstate  commerce  by  selling  and  distributing  its  goods 
to  retailers  in  the  States  of  Iowa,  Nebraska,  South  Dakota,  Minne- 
sota, and  other  States.  It  sells  goods  both  by  traveling  salesmen  and 
by  mail  orders.  It  resorts  to  various  sales  schemes  to  projnote  its 
business  among  these  States.  It  adopted  and  put  into  effect  one 
from  February  20, 1920,  to  March  20, 1920,  as  follows :  It  offered  and 
sold  to  the  trade  its  brand  of  coffee  known  as  Honest  Value  coffee, 
packed  in  pound  containers,  and  in  each  container  it  inclosed  a  coupon 
calling  for  certain  free  goods  or  prizes  to  be  distributed  by  the  retail 
merchant  to  the  ultimate  purchaser  or  consumer  of  these  goods.  Each 
50-pound  lot  of  coffee  contained  45  coupons  calling  for  one  bar  of 
candy,  value  10  cents;  2  coupons  calling  for  one  package  of  O.  U. 
Jell  powder,  value  10  cents;  2  coupons  calling  for  1  pound  of  baking 
powder,  value  25  cents;  and  1  coupon  calling  for  one  4-pound  package 
of  pancake  flour,  value  35  cents.  The  merchants  bought  from  the 
respondent  the  goods  called  for  by  these  coupons  and  handled  them 
in  trade.  Upon  the  presentation  of  these  coupons  by  the  purchasers 
of  the  coffee  they  were  redeemed  by  the  retail  merchant  by  the  deliv- 
ery of  the  goods  called  for  and  sent  in  to  the  respondent  to  redeem 
them  in  cash  according  to  the  values  above  recited,  and  were  so  re- 
deemed by  respondent. 

Pab.  6.  That  by  reason  of  the  facts  set  out  in  the  foregoing  para- 
graphs of  this  complaint  the  respondent  has  been  guilty  of  unfair 
mediods  of  competition  in  commerce  as  defined  and  prohibited  by 
section  6  of  an  act  of  Congress  approved  September  26, 1914,  entitled 
^An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes." 

BEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tanber  26, 1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent.  Everybody's  Mercantile  Co.,  charging 
it  with  the  use  of  unfair  methods  of  competition  in  commerce  in  vio- 
lation of  the  provisions  of  said  act 
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The  respondent  having  entered  its  appearance  and  filed  its  answer 
herein,  and  both  parties  to  this  proceeding  being  desirous  of  ex- 
pediting the  disposition  thereof,  signed  and  executed  an  agreed  state- 
ment of  facts  subject  to  the  approval  of  the  Commission  that  said 
statement  of  facts  shaU  be  taken  by  the  Commission  with  the  same 
force  and  effect  as  if  testified  to  upon  a  hearing  regularly  had  in  this 
proceeding,  and  the  respondent  having  stated  that  it  did  not  wish  to 
file  any  brief  or  make  any  oral  argument  in  said  case,  and  thereupon 
this  proceeding  came  on  for  final  hearing ;  and  the  Commission  being 
now  fully  advised  in  the  premises,  makes  this  its  findings  as  to  the 
facts  and  conclusion: 

FINDINGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent,  Everybody's  Mercantile  Co., 
is  now  and  was  at  all  times  hereinafter  mentioned  a  corporation 
organized,  existing,  and  doing  business  under  and  by  virtue  of  the 
laws  of  the  State  of  Iowa,  having  its  principal  factory,  office,  and 
place  of  business  located  in  Sioux  City,  Iowa. 

Par.  2.  That  respondent  now  and  for  more  than  two  years  last 
past  has  been  engaged  in  the  roasting  and  selling  to  the  trade  its 
brand  of  coffee  known  as  Honest  Value  coffee,  packed  in  pound  con- 
tainers, among  the  several  States  of  the  United  States,  in  direct  com- 
petition with  other  persons,  firms,  copartnerships,  and  corporations 
similarly  engaged. 

Par.  3.  That  respondent.  Everybody's  Mercantile  Co.,  in  the  dis- 
tribution and  sale  of  its  products  as  aforesaid  has  given  and  offered 
to  give  customers  and  prospective  customers,  as  an  inducement  to 
secure  their  trade  and  patronage,  certain  papers,  coupons,  or  cer- 
tificates which  were  and  are  redeemable  in  various  prizes  or  pre- 
miums consisting  of  personal  property  of  unequal  value,  the  distribu- 
tion of  which  was  and  is  determined  by  chance  or  lot.  Respondent 
is  a  manufacturer  and  wholesole  grocer,  and  is  engaged  in  interstate 
commerce  by  selling  and  distributing  its  goods  to  retailers  in  the 
States  of  Iowa,  Nebraska,  South  Dakota,  Minnesota,  and  other  States. 
It  sells  goods  both  by  traveling  salesmen  and  by  mail  orders. 

Par.  4.  Respondent  adopted  and  put  into  effect  from  February  20, 
1920,  to  Mardi  20, 1920,  a  plan  or  scheme  as  follows :  It  offered  and 
sold  to  the  trade  its  brand  of  coffee  known  as  Honest  Value  coffee, 
packed  in  pound  containers,  and  in  every  container  it  inclosed  a 
coupon  calling  for  certain  free  goods  or  prizes  to  be  distributed  by 
the  retail  merchant  to  the  ultimate  purchaser  or  consumer  of  these 
goods.  Each  60-pound  lot  of  coffee  contained  46  coupons  calling  for 
one  bar  of  candy,  valued  at  10  cents;  2  coupons  each  calling  for  1 


evebtbody's  MBRCAKTILE  00.  63 

60  Order. 

package  of  O.  U.  Jell  Powder,  value  10  cents ;  2  coupons  each  calling 
for  1  can  of  Honest  Value  baking  powder,  value  25  cents ;  and  1  cou- 
pon calling  for  one  4-pound  package  of  pancake  flour,  value  35  cents. 
The  merchants  bought  from  the  respondent  the  goods  called  for  by 
these  coupons,  and  handled  them  in  trade.  Upon  the  presentation  of 
these  coupons  by  the  purchasers  of  coffee  they  were  redeemed  by  the 
retail  merchant  by  the  delivery  of  the  goods  called  for,  and  sent  in 
to  the  respondent  to  redeem  them  in  cash  according  to  the  values 
above  recited,  and  were  so  redeemed  by  respondent. 

Par.  5.  The  quality  of  such  products  so  manufactured,  sold,  and 
distributed  by  respondent  is  substantial  and  forms  an  important  item 
of  commerce  among  several  States  of  the  United  States. 

OONOLtrSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26,  1914,  entitled  "An  act 
to  create  a  Federal  Trade  Conmiission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

ORDER  TO  GEASB  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commis£iion,  the  answer  of  the  re- 
spondent, the  testimony  and  evidence,  and  the  Commission  having 
made  its  findings  as  to  the  facts  with  its  conclusion  that  the  re- 
spondent has  violated  the  provisions  of  the  act  of  Congress  approved 
September  26,  1914,  entitled  "An  act  to  create  a  Federal  Trade 
Commission,  to  define  its  powers  and  duties,  and  for  other  purposes ' ' : 

It  is  ordered^  That  the  respondent,  Everybody's  Mercantile  Co., 
cease  and  desist  in  the  distribution  and  sale  of  its  products  from  giv- 
ing or  offering  to  give  to  its  customers  or  prospective  customers,  as 
an  inducement  to  secure  their  trade  and  patronage,  any  papers,  cou- 
pons, or  circulars  redeemable  in  prizes  or  premiiuns  consisting  of 
personal  property  of  unequal  value,  the  distribution  of  which  was 
and  is  determined  by  chance  or  lot. 

It  is  further  ordered^  That  the  respondent,  within  60  days  after  the 
date  of  the  service  upon  it  of  this  order,  file  with  the  Commission  a 
written  report  of  the  manner  in  which  it  has  complied  with  the  terms 
hereof. 
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FEDERAL  TRADE  COMMISSION 

SAMUEL  WEINBERG,  DOING  BUSINESS  UNDER  THE 
TRADE  NAME  AND  STYLE  OF  THE  INTERNATIONAL 
FLAXOL  CO. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SBOTION  6 
OF  AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  507.— September  17, 1920. 

Syllabus. 

Where  an  Indivldaal  engaged  in  the  preparation  and  sale  of  an  oil  which  he 
called  Flazol,  for  use  in  the  pr^aration  of  paint,  advertised  the  same  to 
be  "  OU,"  '*  Raw  oil,"  "  Boiled  oil,"  "  Improved  linseed  oU,"  stating  in  such 
advertisements  that  "  Users  tell  us  it  is  really  better  than  Just  linseed  oil," 
a  '*  new-process  oil  made  especially  for  the  paint  trade,"  and  "  A  pare  linseed 
oil  equivalent  used  fbr  paint-making  purposes  " ;  the  fact  being  that  Blaxol 
was  not  the  equivalent  of  flax  or  linseed  oil,  and  the  natural  and  pnrtHible 
tendency  of  such  advertisements  being  to  mislead  the  public  and  to  induce 
the  purchase  thereof  as  and  for  flax  oil  or  linseed  oil ; 

Held,  That  such  false  and  misleading  advertising,  under  the  circumstances  set 
forth,  constituted  an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Samuel  Weinberg,  doing 
business  under  the  trade  name  and  style  of  the  International  Flaxol 
Co.,  hereinafter  referred  to  as  respondent,  is  now  and  for  more  than 
a  year  last  past  has  been  using  unfair  methods  of  competition  in 
interstate  commerce  in  violation  of  ihe  provisions  of  section  5  of  an 
act  of  Congress  approved  September  26,  1914,  entitled  ^  An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,"  and  it  appearing  that  a  proceeding  by  it 
in  respect  thereof  would  be  to  the  interest  of  the  public,  issues  this 
complaint,  stating  its  charges  in  that  respect  on  information  and 
belief  as  follows : 

Pabaoraph  1.  The  respondent,  Samuel  Weinberg,  as  the  Interna- 
tional Flaxol  Co.,  for  more  than  one  year  last  past  has  sold  and 
transported,  and  now  sells  and  transports,  from  Boston,  in  the  State 
of  Massachusetts,  to  purchasers  thereof  throughout  the  United  States 
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a  certain  product,  which  respondent  has  named  and  advertises  as 
Flaxol,  thereby  indicating  that  it  is  a  product  or  derivative  of  flax 
and  the  equivalent  of  linseed  oil,  the  well-known  product  of  flax, 
sometimes  called  flaxseed  oil,  in  competition  with  persons,  partner^ 
ships,  and  corporations  engaged  in  the  sale  of  linseed  oil. 

Par.  2.  Flaxol  contains  only  a  small  and  immaterial  amount  of 
linseed  oil,  is  not  a  product  or  derivative  of  flax  or  the  equivalent 
of  linseed  oil,  and  the  natural  and  probable  tendency  of  the  adver- 
tisement of  said  commodity  as  Flaxol  is  to  mislead  the  public  to 
believe  that  Flaxol  is  produced  from  flax  and  induce  its  purchase  as 
and  for  linseed  oil. 

Par.  3.  The  said  conduct  of  respondent  in  so  advertising  and 
selling  Flaxol  is  an  unfair  method  of  competition  within  the  meaning 
of  section  6  of  the  Federal  Trade  Commission  act. 

Par.  4.  That  by  reason  of  the  facts  set  out  in  the  foregoing  para- 
graphs of  this  complaint  the  respondent  has  been  guilty  of  unfair 
methods  of  competition  in  commerce  as  defined  and  prohibited  by 
section  5  of  an  act  of  Congress  approved  September  26, 1914,  entitled 
''An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes.'* 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Septem- 
ber 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  Samuel  Weinberg,  doing  business 
under  the  trade  name  and  style  of  International  Flaxol  Co.,  charging 
him  with  the  use  of  unfair  methods  of  competition  in  commerce  in 
violation  of  the  provisions  of  said  act. 

The  respondent  having  filed  his  answer  herein,  in  his  own  proper 
person,  a  hearing  was  had  and  evidence  was  thereupon  introduced 
in  support  of  the  allegations  of  said  complaint,  the  respondent  ap- 
pearing in  his  own  proper  person  before  an  examiner  of  the  Federal 
Trade  Commission  theretofore  duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  the  re- 
spondent having  waived  oral  argument  and  the  presentation  of  a 
brief,  and  the  Commission,  having  considered  the  brief  of  its  counsel 
and  duly  considered  the  record,  and  being  now  fully  advised  in  the 
premises,  makes  this  its  findings  as  to  the  facts  and  conclusion : 

FINDINGS  AS  TO  THE  FAOTS. 

PAftAOSAPH  1.  Samuel  Weinberg,  the  respondent  herein,  is  now 
conducting  business  at  No.  61-69  Wareham  Street,  Boston,  Mass., 
746aa*-*22 — ^ 
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under  the  trade  name  and  style  of  International  Flazol  Co.  Prior 
to  the  inauguration  of  his  present  business  under  said  trade  name  he 
was  the  general  manager  of  the  Flazol  Co.,  at  the  same  address  in 
said  city  of  Boston.  Bespondent^s  principal  business  is  the  prepara- 
tion and  sale  of  an  oil  to  be  used  by  painters  in  the  preparation  of 
paint,  which  respondent  caUs  Flazol.  During  the  times  mentioned 
in  the  complaint  herein  the  respondent  advertised  and  sold  in  com- 
merce Flazol  to  take  the  place  of  linseed  oil  or  flaz  oil.  For  three  or 
four  months  during  the  spring  of  1919  the  respondent  maintained  an 
office  at  No.  101  Beekman  Street  in  the  city  and  State  of  New  York, 
but  does  not  now  maintain  an  office  in  New  York.  Bespondent  is 
eiigftgcd  in  interstate  commerce. 

Par.  2.  During  the  times  mentioned  in  the  complaint  herein  the 
respondent  has  in  divers  ways  advertised  his  said  product  called 
Flazol  to  be  "  Baw  oil,"  "  Boiled  oil,"  "  Improved  linseed  oil,"  and 
^  Flazol  is  oiL"  Bespondent  has  during  the  times  hereinabove  men- 
tioned informed  the  purchasing  public  and  the  trade  generally  by 
various  advertising  mediums  that  his  product  is  an  ^  Improved  linseed 
oil,"  because  ^  users  tell  us  it  is  really  better  than  just  linseed  oil," 
that  ^'  Flazol  is  a  new-process  oil  made  specially  for  the  paint  trade  "; 
and  that  ^Flazol  is  pure  linseed  oil  equivalent,  used  for  paint- 
mizing  purposes." 

Pab.  3.  Linseed  oil  is  made  from  flazseed  and  is  known  as  flaz  oil 
as  well  as  linseed  oil.  Linseed  oil  is  used  largely  for  mizture  of 
paints.  Flazol,  the  product  manufactured  and  sold  in  commerce  by 
the  respondent,  is  not  the  equivalent  of  flaz  oil,  which  is  also  called 
linseed  oil,  and  the  natural  and  probable  tendency  of  the  advertise- 
ments of  said  commodity  as  Flazol  is  to  mislead  the  public  and  to 
induce  its  purchase  as  and  for  flax  oil  or  linseed  oil. 

OONGLtJSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interestate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26,  1914,  entitled  ^An  act 
to  create  a  Federal  Trade  Commiasifm,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

OBDER  TO  CEASB  ANO  OESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  complaint  of  the  Commission,  the  answer  of  the  respondent, 
the  testimony  and  evidence,  and  the  argument  of  counsel,  and  the 
Commission  having  made  its  findings  as  to  the  facts  with  its  conclu- 
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sion  that  the  respondent  has  violated  the  provisions  of  the  act  of 
Congress  approved  September  26,  1914,  entitled  "An  act  to  create  a 
Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes  ^ ; 

It  is  now  ordered^  That  the  respondent,  Samuel  Weinberg,  doing 
business  under  the  trade  name  and  style  of  International  Flaxol  Co., 
cease  and  desist  from  advertising  and  offering  for  sale  under  the 
name  "  Flaxol "  the  preparation  heretofore  sold  by  him  under  that 
name;  and  to  cease  and  desist  from  using  the  term  "Flaxol''  as 
descriptive  of  any  preparation  which  is  not  in  fact  a  fair  substitute 
for  flax  oil  (usually  called  linseed  oil) . 

It  is  further  ordered^  That  the  said  Samuel  Weinberg,  within  80 
days  after  the  service  upon  him  of  this  order,  file  with  the  Federal 
Trade  Commission  a  written  report  of  the  manner  in  which  he  has 
complied  with  the  terms  of  this  order. 
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V. 

LUBRIC  OIL  COMPANY. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  6 
OF  AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914,  AND  OF  THB 
ALLEGED  VIOLATION  OF  SECTION  3  OF  AN  ACT  OF  CONGRESS  APPROVED 
OCTOBER  15,  1914. 

Docket  329. — September  21,  1920. 

Stllabtjs. 

Where  a  corporation  competitiyely  engaged  in  refining  crude  petrolenm,  In 
buying  and  selling  gasoline,  and  in  transporting  and  marketing  such 
products,  and  also  engaged  in  leasing  pumps,  tanks,  and  other  equipment 
for  the  storage  and  handling  of  petroleum  products  in  competition  with 
manufacturers  and  sellers  of  such  equipment,  to  its  retail  customers,  of 
whom  relatively  very  few  required  more  than  a  single  pump  outfit  in  the 
conduct  of  their  business; 

Leased  to  such  retailers  pumps,  tanks,  and  equipment  at  a  nominal  rental,  not 
affording  it  a  reasonable  profit  on  its  investment,  upon  the  condition  that 
they  should  use  the  same  only  for  the  purpose  of  storing  and  handling  its 
products,  a  practice  not  followed  by  many  competitors,  having  for  its  pur- 
pose the  furtherance  of  the  corporation's  petroleum  business,  and  resulting 
in  loss  of  customers  by  competitors : 

Held,  (a)  That  the  use  of  such  leases  constituted,  under  the  circumstances  set 
forth,  an  unfair  method  of  competition  in  violation  of  section  5  of  the  act 
of  September  26, 1914 ; 

(&)  That  the  use  of  such  leases,  under  the  circumstances  set  forth,  constituted 
a  violation  of  section  3  of  the  act  of  October  15, 1914. 

COMPLAINT. 
I. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Lubric  Oil  Co.,  herein- 
after referred  to  as  the  respondent,  has  been  using  unfair  methods  of 
competition  in  interstate  commerce,  in  violation  of  the  provisions 
of  section  5  of  the  act  of  Congress  approved  September  26,  1914,  en- 
titled "  An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,"  and  it  appearing  that  a 
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proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of  the 
public,  issues  this  complaint,  stating  its  charges  in  that  respect  on 
information  and  belief  as  follows : 

Pakagbaph  1.  That  the  respondent,  Lubric  Oil  Co.,  is  a  corpora- 
tion organized,  existing,  and  doing  business  under  and  by  virtue  of 
the  laws  of  the  State  of  Ohio,  with  its  principal  office  and  place  of 
business  located  at  the  city  of  Cleveland,  in  said  State;  that  for  more 
than  four  years  last  past  respondent  has  been  engaged  in  the  busi- 
ness of  purchasing  and  selling  refined  oil  and  gasoline,  and  the  leas- 
ing and  loaning  of  oil  pumps,  storage  tanks  or  containers,  and  their 
equipments  in  various  States  of  the  United  Staiies  and  the  District  of 
Columbia  in  competition  with  numerous  persons,  firms,  corporations, 
and  copartnerships  similarly  engacged. 

Pab.  2.  That  the  respondent,  in  the  conduct  of  its  business,  as  afore- 
said, and  as  hereinafter  more  particularly  described,  purchases  re- 
fined oil  and  gasoline,  hereinafter  referred  to  as  '^  products,"  and  also 
purchases  oil  pumps,  storage  tanks  or  containers,  hereinafter  referred 
to  as  '^  devices,"  the  said  devices  being  used  to  contain  said  products, 
the  said  products  and  devices  then  being  handled  and  stored  in  the 
various  States  of  the  United  States  and  transported  in  interstate 
commerce;  that  the  aforesaid  products  are  sold  and  the  aforesaid 
devices  are  leased  or  loaned  by  respondent  to  various  persons,  firms, 
corporations,  and  copartnerships ;  that  in  the  conduct  of  its  business 
of  purchasing  and  selling  such  products  and  selling,  leasing,  or  loan- 
ing such  devices  the  same  are  constantly  moved  from  one  State  to 
another  by  respondent  and  there  is  conducted  by  respondent  a  con- 
stant current  of  trade  in  such  products  and  devices  between  various 
States  of  the  United  States ;  that  there  are  niunerous  competitors  of 
respondent  who,  in  the  conduct  of  their  business  in  competition  with 
respondent,  purchase  similar  products  and  purchase  and  manufacture 
similar  devices,  the  said  devices  being  used  to  contain  said  products, 
the  said  products  and  devices  then  being  handled  and  stored  in  the 
various  States  of  the  United  States  and  transported  in  interstate 
commerce;  that  the  aforesaid  products  are  sold  and  the  aforesaid 
devices  sold,  leased,  or  loaned  by  such  competitors  of  respondent  to 
various  persons,  firms,  corporations,  and  copartnerships ;  that  in  the 
conduct  of  their  business,  as  aforesaid,  €onq)etitors  of  respondent  con- 
stantly move  such  products  and  devices  from  one  State  to  another,  > 
and  there  is  conducted  by  said  competitors  a  constant  current  of  trade 
in  such  products  and  devices  between  the  various  States  of  the  United 
States ;  that  respondent  and  many  of  its  competitors  have  conducted 
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their  said  businesses  in  a  siiuilar  manner  to  that  above  described 
throughout  the  past  four  years. 

Par.  3.  That  respondent  in  the  conduct  of  its  business,  as  afore- 
said, with  the  effect  of  stifling  and  suppressing  competition  in  the 
sale  of  the  aforesaid  products  and  in  the  sale,  leasing,  or  loaning  of 
the  aforesaid  devices  and  other  equipments  for  storing  and  handling 
the  same,  and  with  the  effect  of  injuring  competitors  who  sell  such 
products  and  devices,  has  within  the  four  years  last  past  sold,  leased, 
or  loaned  and  now  sells,  leases,  or  loans  the  said  devices  and  their 
equipments  for  prices  or  considerations  which  do  not  represent 
reasonable  returns  on  the  investnients  in  such  devices  and  their 
equipments;  that  many  such  sales,  leases,  or  loans  of  the  aforesaid 
devices  are  made  at  prices  below  the  cost  of  producing  and  vending 
the  same ;  that  many  of  such  contracts  for  the  lease  or  loan  of  such 
devices  and  their  equipments  provide  or  are  entered  into  with  the 
understanding  that  the  lessee  or  borrower  shall  not  place  in  such 
devices,  or  use  in  connection  with  such  devices  and  their  equipments, 
any  refined  oil  or  gasoline  of  a  competitor;  that  only  a  small  propor- 
tion of  the  dealers  in  gasoline  and  refined  oil  under  such  agreements 
and  understandings  deal  also  in  similar  products  of  respondent's  com- 
petitors, and  that  only  a  small  proportion  of  such  dealers  require 
or  use  more  than  a  single  pump  outfit  in  the  conduct  of  their  said 
business;  that  there  are  numerous  competitors  in  the  sale  of  such 
products  who  are  unable  to  enter  into  such  lease  agreements  or  under- 
standings because  of  the  large  amount  of  investment  required  to  carry 
out  such  lease  agreements  as  a  competitive  method  of  selling  refined 
oil  and  gasoline;  that  there  are  numerous  other  competitors  of  re- 
spondent engaged  in  the  manufacture  and  sale  of  said  devices  and 
their  equipments  who  do  not  deal  in  refined  oil  and  gasoline,  and 
therefore  do  not  sell  or  lease  said  devices  and  their  equipments  for  a 
nominal  consideration  on  a  condition  or  understanding  that  their 
products  only  are  to  be  used  therein;  that  the  said  numerous  com- 
petitors who  were  unable  to  enter  into  such  lease  agreements  or 
understandings,  as  aforesaid,  have  lost  numerous  customers  in  the 
sale  of  refined  oil  and  gasoline  to  respondent  because  of  the  business 
practices  of  respondent  hereinbefore  set  forth.  That  the  said  numer- 
ous other  competitors  of  respondent  who  manufacture  and  sell  said 
devices  and  their  equipments,  but  do  not  sell  refined  oil  and  gasoline, 
as  aforesaid,  have  lost  numerous  customers  and  prospective  customers 
for  the  purchase  of  their  devices  and  equipments  because  of  the  said 
business  practices  of  respondent,  as  hereinbefore  set  forth. 
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The  Federal  Trade  Commission  having  reason  to  believe,  from  a 
preliminary  investigation  made  by  it,  that  the  Lubric  Oil  Co.,  here- 
inafter referred  to  as  the  respondent,  has  been  using  unfair  methods 
of  competition  in  interstate  commerce  in  violation  of  the  provisions 
of  section  3  of  the  act  of  Congress  approved  October  15, 1914,  entitled 
'^An  act  to  supplement  existing  laws  against  unlawful  restraints 
and  monopolies,  and  for  other 'purposes,"  and,  it  appearing  that  a 
proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of  the 
public,  issues  this  complaint,  stating  its  charges  in  that  respect  on 
information  and  belief  as  follows : 

Pabagraph  1.  That  the  respondent,  Lubric  Oil  Co.,  is  a  corporation 
organized,  existing,  and  doing  business  under  and  by  virtue  of  the 
laws  of  the  State  of  Ohio,  with  its  principal  oiBce  and  place  of  busi- 
ness in  the  city  of  Cleveland,  in  said  State ;  that  for  more  than  four 
years  last  past  respondent  has  been  engaged  in  the  business  of  pur- 
chasing and  selling  refined  oil  and  gasoline  and  the  leasing  of  oil 
pumps  and  storage  tanks  and  their  equipments  ii^  various  States  of 
the  United  States  and  the  District  of  Columbia  in  competition  with 
numerous  persons,  firms,  corporations,  and  copartnerships  similarly 
engaged. 

Par.  2.  That  the  respondent  in  the  conduct  of  its  business  as  afore- 
said, and  as  hereinafter  more  particularly  described,  purchases  re- 
fined oil  and  gasoline,  hereinafter  referred  to  as  ^  products,"  and  also 
purchases  oil  pumps,  storage  tanks  or  containers,  hereinafter  referred 
to  as  ^  devices,"  the  said  devices  being  used  to  contain  said  products, 
the  said  products  and  devices  then  being  handled  and  stored  in  the 
various  States  of  the  United  States  and  transported  in  interstate 
commerce ;  that  such  products  are  sold  and  such  devices  sold,  leased, 
or  loaned  by  respondent  to  various  pers<Mis,  firms,  corporations,  and 
copartnerships;  that  in  the  conduct  of  its  business  of  purchasing  and 
selling  such  products  and  selling,  leasing,  or  loaning  such  devices  the 
same  are  constantly  moved  from  one  State  to  another  by  respondent, 
and  there  is  conducted  by  respondent  a  constant  current  of  trade  in 
such  products  and  devices  between  the  various  States  of  the  United 
States;  that  there  are  numerous  competitors  of  respondent,  who,  in 
the  conduct  of  their  businesses  in  competition  with  respondent,  pur- 
chase similar  products  and  purchase  and  manufacture  similar  de- 
vices, the  said  devices  being  used  to  contain  said  products,  the  said 
products  and  devices  then  being  handled  and  stored  in  the  various 
States  of  the  United  States  and  transported  in  interstate  commerce; 
that  such  products  are  sold  and  the  aforesaid  devices  sold,  leased, 
or  loaned  by  such  competitors  in  competition  with  respondent  to 
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various  persons,  firms,  corporations,  and  copartnerships;  that  in  the 
conduct  of  such  business,  as  aforesaid,  respondent's  competitors  con- 
stantly move  such  products  and  devices  from  one  State  to  another, 
and  there  is  conducted  by  said  competitors  of  respondent  a  constant 
current  of  trade  in  such  products  and  devices  between  the  various 
States  of  the  United  States ;  that  respondent  and  many  of  its  com- 
petitors have  conducted  their  said  businesses  in  a  similar  manner  to 
that  above  described  throughout  the  four  years  last  past. 

Par.  3.  That  the  respondent  for  four  years  last  past,  in  the  con- 
duct of  its  business  as  aforesaid,  has  leased  and  made  contracts  for 
the  lease  and  is  ngw  leasing  and  making  contracts  for  the  lease  of 
said  devices  and  their  equipments  to  be  used  within  the  United 
States,  and  has  fixed  arid  is  now  fixing  the  price  charged  therefor  on 
the  condition,  agreement,  or  understanding  that  the  lessees  thereof 
shall  not  purchase  or  deal  in  the  products  of  a  competitor  or  com- 
petitors of  respondent ;  and  that  the  effect  of  such  leases  or  contracts 
for  lease,  and  conditions,  agreements,  or  understandings,  may  be  and 
is  to  substantially  lessen  competition  and  tend  to  create  a  monopoly 
in  the  territories  and  localities  where  such  contracts  are  operative. 

EEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

The  Federal  Trade  Commission  having  issued  ^nd  served  its  com- 
plaint herein,  wherein  it  is  alleged  that  it  had  reason  to  believe  that 
the  above-named  respondent,  the  Lubric  Oil  Co.,  has  been  and  now  is 
using  unfair  methods  of  competition  in  interstate  commerce  in  viola- 
tion  of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled  '^An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes," 
and  has  been  and  now  is  violating  the  provisions  of  section  3  of  an 
act  of  Congress  approved  October  15,  1914,  entitled  "An  act  to  sup- 
plement existing  laws  against  unlawful  restraints  and  monopolies, 
and  for  other  purposes,''  and  that  a  proceeding  by  it  in  respect  of 
such  alleged  violation  of  section  5  of  the  act  of  September  26,  1914, 
would  be  to  the  interest  of  the  public,  and  fully  stating  its  charges  in 
that  respect,  and  the  attorneys  for  the  respective  parties  in  said  cause 
having  stipulated  to  submit  and  having  submitted  to  the  Commission, 
subject  to  its  approval,  an  agreed  statement  of  facts  in  said  cause, 
which  agreed  statement  was  to  be  taken  in  lieu  of  testimony  as  to 
those  facts  stipulated,  and  it  having  been  agreed  that  as  to  other  facts 
the  evidence  to  be  taken  in  a  formal  hearing  was  to  become  the  evi- 
dence as  to  such  other  matters  as  were  made  an  issue  herein,  and  the 
Commission  having  duly  appointed  a  time  and  place  for  the  taking  of 
testimony,  and  the  respondent  having  appeared  by  counsel  at  the  tima 
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an4  place  so  designated,  and  the  parties  having  introduced  their  evi- 
dence, and  the  respondent  having  filed  a  brief  by  its  attorney,  and 
the  respondent  by  its  attorney  having  waived  oral  argument,  and  the 
Commission  having  duly  considered  the  complaint,  answer,  stipula- 
tion, and  record  herein,  and  being  fully  advised  in  the  premises,  now 
makes  its  report  and  findings  as  to  the  facts  and  conclusions : 

undikqs  as  to  the  facts. 

Paragraph  1.  That  the  respondent  is  a  corporation  organized,  ex- 
isting, and  doing  business  under  and  by  virtue  of  the  laws  of  the  State 
of  Ohio,  with  its  principal  office  and  place  of  business  in  the  city  of 
Cleveland,  in  said  State,  and  is  now  and  has  been  engaged  in  the 
business  of  purchasing  and  selling  refined  oil  and  gasoline,  and  is 
largely  engaged  in  refining  crude  petroleum,  and  that  it  is  now  and 
has  been,  in  connection  with  its  aforesaid  business,  engaged  also  in 
the  leasing  and  loaning,  but  not  in  the  manufacture  of  oil  pumps, 
storage  tanks,  and  containers  and  equipment,  hereinafter  referred  to 
as  "  devices,"  in  variouiS  States  of  the  United  States,  in  competition 
with  numerous  other  persons,  firms,  and  copartnerships  also  engaged 

in  the  business  of  selling  refined  oil  and  gasoline  and  refining  crude 
petroleum. 

Par.  2.  That  respondent,  in  the  conduct  of  its  business  as  aforesaid, 
and  as  hereinafter  more  particularly  described,  extensively  refines 
petroleum  and  its  products,  and  purchases  refined  oil  and  gasoline, 
and  also  purchases  oil  pumps,  storage  tanks,  and  containers,  herein- 
after referred  to  as  '^  devices '' ;  that  respondent  has  been  and  now  is 
maintaining  numerous  storage  stations  in  various  States  to  which  it 
ships  from  its  refineries  refined  oil  and  gasoline  in  bulk,  and  that  the 
said  refined  oil  and  gasoline  is  thereafter  sold  and  delivered  to  retail 
dealers  in  the  said  several  States ;  that  the  respondent,  in  the  course 
of  its  said  business,  leases  and  delivers  said  devices  to  various  per- 
sons, firms,  copartnerships,  and  corporations  in  various  States  other 
than  those  from  which  the  said  devices  are  purchased  by  the  re- 
spondent; and  that  in  the  course  of  commerce  in  buying  and  selling 
said  devices,  said  devices  are  moved  to,  through,  and  among  the 
various  States  of  the  United  States,  and  that  there  is  a  constant  cur- 
rent of  trade  in  the  conduct  of  its  said  business  in  buying  and  selling 
said  equipment  among  said  various  States  of  the  United  States. 

Par.  3.  That  during  all  of  said  period,  respondent,  in  the  course 
of  commerce  among  the  several  States  and  Territories  of  the  United 
States  and  in  the  conduct  of  its  business  as  aforesaid,  has  been  and 
now  is  leasing  to  retailers  of  it^  petroleum  products  said  devices  for 
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use  by  such  retailers  in  storing  and  handling  respondent's  said.jM^ 
troleum  products ;  that  respondent,  in  leasing  such  devices  as  afore- 
said during  said  period,  has  made  and  does  now  make  contracts  or 
leases  with  the  said  retailers  in  and  by  the  terms  of  which  the  said 
retailer  agrees  to  use  the  said  device  for  containing,  storing,  and 
vending  the  products  of  the  respondent  exclusively;  that  the  rental 
or  lease  charge  provided  for  in  such  contracts  is  a  nominal  sum, 
and  that  no  other  consideration  for  the  leasing  of  such  equipments 
by  respondent  is  provided  for  by  said  contracts,  and  that  such  de- 
vices are  leased  at  nominal  rentals  as  aforesaid  to  promote  and  ad- 
vance respondent's  petroleum  and  gasoline  business ;  that  such  nomi- 
nal sums  or  rentals  do  not  afford  a  reasonable  profit  to  respondent 
on  the  amount  invested  in  such  devices;  that  the  respondent  leases 
such  equipments  in  competition  in  interstate  commerce  with  manu- 
facturers of  similar  equipments  who  are  engaged  in  the  sale  of  the 
same  in  such  commerce. 

Par.  4.  That  the  respondent  sells  its  said  products  in  various 
States  and  Territories  of  the  United  States  in  competition  with 
other  refiners  and  wholesale  dealers  in  petroleum  products  and  gaso- 
line, and  respondent  has  practiced  the  leasing  of  said  devices  to 
retailers  in  the  various  States  and  Territories  aforesaid  as  a  method 
of  competing  with  other  firms,  persons,  partnerships,  and  corpora- 
tions also  engaged  in  refining  and  selling  in  wholesale  quantities 
gasoline,  refined  oil,  and  petroleum  products. 

Par.  5.  That  the  contracts  mentioned  herein  generally  expressly 
provide  that  said  devices  shall  be  used  by  the  lessee  only  for  the 
purpose  of  holding  and  storing  the  respondent's  said  petroleum 
products,  and  all  of  said  contracts  or  leases  which  the  respondent 
has  entered  into  as  aforesaid  have  been  made  on  the  condition, 
agreement,  or  understanding  that  the  lessee  or  purchaser  thereof 
should  use  the  said  device  only  for  the  purpose  of  holding  and 
storing  petroleum  products  purchased  from  the  respondent;  that  a 
small  number  of  retail  dealers  to  whom  the  respondent  leases  or 
sells  such  devices  upon  the  terms  and  conditions  aforesaid  handle 
similar  products  of  respondent's  competitors,  but  a  large  majority 
of  the  retailers  to  whom  the  respondent  leases  or  sells  such  devices 
upon  the  terms  and  conditions  aforesaid  require  and  use  in  their 
business  only  a  single  pump  outfit. 

Par.  6.  That  the  respondent  has  practiced  the  leasing  or  selling 
of  such  devices  upon  the  terms  and  conditions  aforesaid  for  the 
purpose  of  obtaining  and  holding  customers,  and  of  preventing 
its  competitors  from  obtaining  as  customers  the  retail  dealers  with 
whom  it  has  entered  into  such  contracts  or  leases  as  aforesaid. 
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Pak.  7.  That  many  eompetitors  of  the  respondent  do  not  sell  or 
lease  such  devices  to  retail  dealers  upon  the  terms  and  conditions 
referred  to  herein,  and  such  competitors  have  lost  numerous  cus- 
tomers to  the  respondent  as  a  result  of  the  respondent's  practice 
of  offering  and  leasing  said  devices  to  such  retail  dealers  upon  the 
terms  and  conditions  aforesaid. 

GOKCLUBIONS. 

That  the  practice  of  leasing  such  devices  at  a  nominal  rental  and 
of  seUing  said  devices  for  a  nominal  consideration  is  an  unfair 
method  of  competition  in  interstate  commerce  as  against  the  com- 
petitors of  respondent  engaged  in  the  manufacture  of  such  devices, 
and  in  the  sale  of  the  same  for  profit,  in  the  territory  wherein  the 
respondent  leases  such  devices,  and  also  as  against  competitors  of 
respondent  engaged  in  the  business  of  refining  crude  petroleum  and 
selling  at  wholesale  refined  oils,  gasoline,  and  petroleum  products 
who  do  not  invest  in  or  make  use  of  such  devices  for  the  purpose 
and  on  the  terms  and  conditions  aforesaid. 

That  the  methods  of  competition  and  the  business  practices  set 
forth  in  the  foregoing  findings  as  to  the  facts  are,  under  the  cir- 
stances  set  forth  herein,  unfair  methods  of  competition  in  interstate 
commerce  within  the  meaning  of  section  5  of  an  act  of  Congress 
approved  September  26,  1914,  entitled  ''An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other  pur- 
poses,^' and  constitute  a  violation  of  section  3  of  an  act  of  Congress 
approved  October  15,  1914,  entitled  "An  act  to  supplement  existing 
laws  against  unlawful  restraints  and  monopolies,  and  for  other  pur- 
poses." 

OBDER  TO  C£ASB  AND  DESIST, 

The  Federal  Trade  Commission  having  issued  and  served  its  com- 
plaint herein,  wherein  it  is  alleged  that  it  had  reason  to  believe  that 
the  above-named  respondent,  the  Lubric  Oil  Co.,  a  corporation  or- 
ganized under  the  laws  of  the  State  of  Ohio,  has  been  and  now  is 
using  unfair  methods  of  competition  in  interstate  commerce  in  vio- 
lation of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26,  1914,  entitled  "An  act  to  create  a  Federal  Trade 
Commission,  to  define  its  powers  and  duties,  and  for  other  purposes," 
and  has  been  and  now  is  violating  the  provisions  of  section  8  of  an 
act  of  Congress  approved  October  16,  1914,  entitled  "An  act  to  sup- 
plement existing  laws  against  unlawful  restraints  and  monopolies, 
and  for  other  purposes,"  and  that  a  proceeding  by  it  in  respect  of 
such  alleged  violation  of  section  5  of  the  act  of  Congress  of  Septem*^ 
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ber  26, 1914,  would  be  to  the  interest  of  the  public,  and  fully  stating 
its  charges  in  that  respect,  and  the  attorneys  for  the  respective  parties 
in  said  cause  having  stipulated  to  submit  and  having  submitted  to 
the  Commission,  subject  to  its  approval,  an  agreed  statement  of  facts 
in  said  cause,  which  agreed  statements  was  to  be  taken  in  lieu  of  tes* 
timony  as  to  those  facts  stipulated ;  and  it  having  been  agreed  that 
as  to  other  facts  the  evidence  to  be  taken  in  a  formal  hearing  was  to 
become  the  evidence  as  to  such  other  matters  as  were  made  an  issue 
herein,  and  the  Commission  having  duly  appointed  a  time  and  place 
for  the  taking  of  testimony  and  the  respondent  having  appeared 
by  counsel  at  the  time  and  place  so  designated,  and  the  parties  having 
introduced  their  evidence,  and  the  respondent  having  filed  a  brief 
by  its  attorney,  and  the  respondent  by  its  attorney  having  waived 
oral  argument,  and  the  Commission  having  duly  considered  the 
complaint,  answer,  stipulation,  and  record  herein;  and  being  fully 
advised  in  the  premises,  and  having  made  and  filed  its  report, 
findings,  and  conclusions,  which  said  report,  findings,  and  conclu- 
sions are  hereby  referred  to  and  made  a  part  hereof:  Now,  there- 
fore: 

It  is  ordered^  That  the  respondent,  Lubric  Oil  Co.,  forever  cease 
and  desist  from : 

(1)  Directly  or  indirectly  leasing  pumps  or  tanks,  or  both,  and 
equipment  for  storing  or  handling  petroleum  products  in  furtherance 
of  its  petroleum  business  at  a  rental  which  will  not  yield  to  it  a 
reasonable  profit  on  the  cost  of  same  after  making  due  allowance  for 
depreciation  and  other  items  usually  considered  when  leasing  prop- 
erty for  the  purposes  of  obtaining  a  reasonable  profit  therefrom,  and 
from  doing  any  matter  or  thing  which  would  have  the  same  unlawful 
effect  as  that  resulting  from  the  practice  herein  prohibited  and  by 
reason  of  which  this  order  is  made. 

(2)  Entering  into  contracts  or  agreements  with  dealers  in  its 
petroleum  products  or  from  continuing  to  operate  under  any  contract 
or  agreement  already  entered  into  whereby  such  dealers  agree  or 
have  an  understanding  that  as  a  consideration  for  the  leasing  to 
them  of  such  pumps  and  tanks  and  their  equipment  the  same  shall 
be  used  only  for  storing  or  handling  the  products  of  respondent,  and 
from  doing  anything  having  the  same  unlawful  effect  as  that  result- 
ing from  the  practice  herein  prohibited,  and  by  reason  of  which  this 
order  is  made. 

Provided^  however^  That  as  to  such  pumps  and  tanks  and  equip- 
ments as  are  now  leased  by  respondent,  contrary  to  the  provisions  of 
this  order,  respondent  shall  be  required,  four  months  from  the  date 
of  service  hereof,  to  enter  into  new  contracts  or  agreements  with 
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respect  to  same  which  shall  not  be  incompatible  with  the  purport  and 
intent  of  this  order. 

It  is  also  ordered,  Under  and  by  virtue  of  the  authority  conferred 
on  the  Commission  by  paragraph  B  of  section  5  of  an  act  to  create  a 
Federal  Trade  Conmiission,  to  define  its  powers  and  duties,  and  for 
other  purposes,  approved  September  26,  1914,  that  the  said  Lubric 
Oil  Co.,  respond^it,  shall  within  30  days  after  the  expiration  of  the 
time  allowed  for  the  respondent  to  comply  with  this  order  to  cease 
and  desist,  report  in  writing  to  the  Federal  Tride  Commissioii,  fully 
stating  and  setting  forth  the  nature  of  the  changes  made  in  the  con- 
duct of  its  business  with  respect  to  such  matter  involved  in  the  order 
to  cease  and  desist,  and  shall  set  forth  in  such  report  in  complete 
detail  the  plan  or  plans  adopted  for  the  lease,  loan,  gift,  or  sale  of 
any  oil  tanks  and  pumps  for  use  in  storing  refined  oil  or  gasoline, 
what  plan  or  plans  are  in  use  or  are  proposed  to  be  put  in  use,  and 
also  attach  to  such  report  any  contracts  used  by  the  respondent  in  the 
conduct  of  such  business. 


The  Commission  has  also  issued  a  similar  order  in  the  case  of 
Bartles  Oil  Co.  (of  St.  Paul,  Minn.,  Docket  332),  decided  September 
21, 1920,  involving  substantially  the  same  facts  as  the  preceding  case. 
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FEDERAL  TRADE  COMMISSION 

THOMAS  K.  BRUSHART,  DOING  BUSINESS  UNDER  THE 
FIRM  NAME  AND  STYLE  OF  THE  MOTOR  FUEL  A 
LUBRICATING  CO. 

OOMPIiAINT  IN  THE  MATTER  OF  THE  AliLEQED  VIOLATION  OF  SBCnON  6 
OF  AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914,  AND  OF  THE 
ALLEGED  VIOLATION  OF  SECTION  8  OF  AN  ACT  OF  CONGRESS  AFFROVED 
OCTOBER  IG,  1914. 

Docket  305.— September  27,  1020. 

Syllabus. 

Where  an  individual  competitively  engaged  in  buying  and  selling  iietrolenm 
products,  and  in  transporting  and  marketing  such  products,  and  also  en- 
gaged in  leasing  pumps,  tanks,  and  other  equipment  for  the  storage  and 
handling  of  petroleum  products  in  competition  with  manufacturers  and 
sellers  of  such  equipment,  to  his  retail  customers,  of  whom  relatively  very 
few  required  more  than  a  single  pump  outfit  in  the  conduct  of  their  busi- 
ness; 

Leased  to  such  retailers  pumps,  tanks,  and  equipment  at  a  nominal  rental,  not 
affording  him  a  reasonable  profit  on  his  investment  upon  the  condition  that 
they  should  use  the  same  only  for  the  purpose  of  storing  and  handling  his 
products,  a  practice  not  followed  by  many  competitors,  having  for  its 
purpose-  the  furtherance  of  his  petroleum  business,  and  resulting  in  loss 
of  customers  by  competitors : 

Held,  (a)  That  the  use  of  such  leases  constituted,  under  the  circumstances  set 
forth,  an  unfair  method  of  competition  in  violation  of  section  5  of  the  act 
of  September  26, 1914 ; 

(5)  That  the  effect  of  such  leases,  under  the  circumstances  set  forth,  might 
be  to  substantially  lessen  competition  and  tend  to  create  for  him  a  monopoly 
in  the  business  of  selling  petroleum  products,  and  that  the  use  of  the 
same  constituted  a  violation  of  section  8  of  the  act  of  October  15, 1914. 

COMPLAINT. 

I. 

The  Federal  Trade  Commission,  having  reason  to  believe,  from 
a  preliminary  investigation  made  by  it,  that  Thomas  K.  Brushart, 
doing  business  under  the  trade  name  of  Motor  Fuel  &  Lubricating 
Co.,  hereinafter  referred  to  as  the  respondent,  has  been  using  unfair 
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methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  5  of  an  act  of  Congress  approved  September.  26, 
1914,  entitled  ^'An  act  to  create  a  Federal  Trade  Commission,  to  de- 
fine its  powers  and  duties,  and  for  other  purposes,"  and  it  appearing 
that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of 
the  public,  issues  this  complaint,  stating  its  charges  in  that  respect 
on  information  and  belief  as  follows: 

Paraobafh  1.  That  the  respondent,  Thomas  E.  Brushart,  is  doing 
business  under  the  trade  name  of  Motor  Fuel  &  Lubricating  Co., 
with  his  principal  office  and  place  of  business  located  at  the  city  of 
Baltimore,  in  the  State  of  Maryland;  that  for  more  than  four  years 
last  past  respondent  has  been  engaged  in  the  business  of  purchasing 
and  selling  refined  oil  and  gasoline  and  the  leasing  and  loaning 
of  oil  pumps,  storage  tanks  or  containers  and  their  equipments  in 
various  States  of  the  United  States  and  the  District  of  Columbia  in 
competition  with  numerous  persons,  firms,  corporations,  and  copart- 
nerships similarly  engaged. 

Par.  2.  That  the  respondent,  in  the  conduct  of  his  business  as 
aforesaid  and  as  hereinafter  more  particularly  described,  purchases 
refined  oil  and  gasoline,  hereinafter  referred  to  as  ''  products,"  and 
also  purchases  oil  pumps,  storage  tanks,  or  containers,  hereinafter 
referred  to  as  '^  devices,"  the  said  devices  being  used  to  contain  said 
products,  the  said  products  and  devices  then  being  handled  and 
stored  in  the  various  States  of  the  United  States  and  transported  in 
interstate  commerce;  that  the  aforesaid  products  are  sold  and  the 
aforesaid  devices  are  leased  or  loaned  by  respondent  to  various  per- 
sons, firms,  corporations,  and  copartnerships ;  that  in  the  conduct  of 
his  business  of  purchasing  and  selling  such  products  and  selling, 
leasing,  or  loaning  such  devices  the  same  are  constantly  moved 
from  one  State  to  another  by  respondent,  and  there  is  conducted  by 
respondent  a  constant  current  of  trade  in  such  products  and  devices 
between  various  States  of  the  United  States ;  that  there  are  numerous 
competitors  of  respondent  who  in  the  conduct  of  their  business  in 
competition  with  respondent  purchase  similar  products  and  purchase 
and  manufacture  similar  devices,  the  said  devices  being  used  to 
contain  said  products,  the  said  products  and  devices  then  being  han- 
dled and  stored  in  the  various  States  of  the  United  States  and  trans- 
ported in  interstate  commerce;  that  the  aforesaid  products  are  sold 
and  the  aforesaid  devices  sold,  leased,  or  loaned  by  such  competitors 
of  respondent  to  various  persons,  firms,  corporations,  and  copart- 
nerships; that  in  the  conduct  of  their  business  as  aforesaid,  com- 
petitors of  respondent  constantly  move  such  products  and  devices 
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from  one  State  to  another,  and  there  is  conducted  by  said  competitors 
a  constant  current  of  trade  in  such  products  and  devices  between 
the  various  States  of  the  United  States;  that  respondent  and  many 
of  his  competitors  have  conducted  their  said  businesses  in  a  similar 
manner  to  that  above  described  throughout  the  past  four  years. 

Par.  3.  That  respondent  in  the  conduct  of  his  business,  as  aforesaid, 
with  the  effect  of  stifling  and  suppressing  competition  in  the  sale  of 
the  aforesaid  products  and  in  the  sale,  leasing,  or  loaning  of  the  afore- 
said devices  and  other  equipments  for  storing  and  handling  the  same, 
and  with  the  effect  of  injuring  competitors  who  sell  such  products 
and  devices,  has  within  the  four  years  last  past  sold,  leased,  or  loaned 
and  now  sells,  leases,  or  loans  the  said  devices  and  their  equipments 
for  prices  or  considerations  which  do  not  represent  reasonable  returns 
on  the  investments  in  such  devices  and  their  equipments ;  that  many 
such  sales,  leases,  or  loans  of  the  aforesaid  devices  are  made  at  prices 
below  the  cost  of  producing  and  vending  the  same;  that  many  of 
such  contracts  for  the  lease  or  loan  of  such  devices  and  their  equip- 
ments provide  or  are  entered  into  with  the  understanding  that  the 
lessee  or  borrower  shall  not  place  in  such  devices,  or  use  in  connection 
with  such  devices  and  their  equipments,  any  refined  oil  or  gasoline 
of  a  competitor ;  that  only  a  small  proportion  of  the  dealers  in  gaso- 
line and  refined  oil  under  such  agreements  and  understandings  deal 
also  in  similar  products  of  respondent's  competitors  and  that  only  a 
small  proportion  of  such  dealers  require  or  use  more  than  a  single 
pump  outfit  in  the  conduct  of  their  said  business;  that  there  are 
numerous  competitors  in  the  sale  of  such  products  who  are  unable  to 
enter  into  such  lease  agreements  or  understandings  because  of  the 
large  amount  of  investment  required  to  carry  out  such  lease  agree- 
ments as  a  competitive  method  of  selling  refined  oil  and  gasoline ;  that 
there  are  numerous  other  competitors  of  respondent  engaged  in  the 
manufacture  and  sale  of  said  devices  and  their  equipments  who  do 
not  deal  in  refined  oil  and  gasoline,  and  therefore  do  not  sell  or  lease 
said  devices  and  their  equipments  for  a  nominal  consideration  on  a 
condition  or  understanding  that  their  products  only  are  to  be  used 
therein ;  that  the  said  numerous  competitors  who  were  unable  to  enter 
into  such  lease  agreements  or  understandings,  as  aforesaid,  have  lost 
numerous  customers  in  the  sale  of  refined  oil  and  gasoline  to  respond- 
ent because  of  the  business  practices  of  respondent  hereinbefore  set 
forth ;  that  the  said  numerous  other  competitors  of  respondent  who 
manufacture  and  sell  said  devices  and  their  equipments  but  do  not 
sell  refined  oil  and  gasoline,  as  aforesaid,  have  lost  numerous  custo- 
mers and  prospective  customers  for  the  purchase  of  their  devices  and 
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eqoipmente  because  of  the  said  business  practices  of  respondent,  as 
hereinbefore  set  forth. 

11. 

The  Federal  Trade  Commission  haying  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  Thomas  K.  Brushart, 
doing  business  under  the  trade  name  of  Motor  Fuel  &  Lubricating 
Co.,  hereinafter  referred  to  as  the  respondent,  has  been  using  unfair 
methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  3  of  an  act  of  Congress  approved  October  16, 
1914,  entitled  '^An  act  to  supplement  existing  laws  against  unlawful 
restraints  and  monopolies,  and  for  other  purposes."  and  it  appearing 
that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of 
the  public,  issues  this  complaint,  stating  its  charges  in  that  respect  on 
information  and  belief  as*follows : 

Paragraph  1.  lliat  the  respondent,  Thomas  K.  Brushart,  is  doing 
business  under  the  trade  name  of  Motor  Fuel  &  Lubricating  Co., 
with  kis  principal  office  and  place  of  business  located  at  the  city  of 
Baltimore,  in  the  State  of  Maryland ;  that  for  more  than  four  years 
last  past  respondent  has  been  engaged  in  the  business  of  purchasing 
and  selling  refined  oil  and  gasoline  and  the  leasing  and  loaning  of 
oil  pumps,  storage  tanks  or  containers,  and  their  equipments,  in 
various  States  of  the  United  States  and  the  District  of  Columbia  in 
competition  with  numerous  persons,  firms,  corporations,  and  copart*- 
nerships  similarly  engaged. 

Par.  2.  That  the  respondent  in  the  conduct  of  his  business  as 
aforasaid,  and  as  hereinafter- more  particularly  described,  purchases 
refined  oil  and  gasoline,  hereinafter  referred  to  as  '^  products,"  and 
also  purchases  oil  pumps,  storage  tanks,  or  containers,  hereinafter 
referred  to  as  '^  devices,"  the  said  devices  being  used  to  contain  said 
products,  the  said  products  and  devices  then  being  handled  and 
stored  in  the  various  States  of  the  United  States  and  transported  in 
interstate  commerce;  that  such  products  are  sold  and  such  devices 
sold,  leased,  or  loaned  by  respondent  to  various  persons,  firms,  cor- 
porations, and  copartnerships;  that  in  the  conduct  of  his  business  of 
purchasing  and  selling  such  products  and  selling,  leasing,  or  loan- 
ing such  devices  the  same  are  constantly  moved  from  one  State  to 
another  by  respondent  and  there  is  conducted  by  respondent  a  con- 
stant current  of  trade  in  such  products  and  devices  between  the 
various  States  of  the  United  States;  that  there  are. numerous  com- 
petitors of  respondent  who  in  the  conduct  of  their  businesses  in  com- 
petition with  respondent  purchase  similar  products  and  purchase 
and  manufacture  similar  devices,  the  said  devices  being  used  to  con- 
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tain  said  products,  the  said  products  and  devices  then  being  han- 
dled and  stored  in  the  various  States  of  the  United  States  and  trans, 
ported  in  interstate  commerce ;  that  such  products  are  sold  and  the 
aforesaid  devices  sold,  leased,  or  loaned  by  such  competitors  in  com- 
petition  with  respondent  to  various  persons,  firms,  corporations,  and 
copartnerships;  that  in  the  conduct  of  such  business,  as  aforesaid, 
respondent's  competitors  constantly  move  such  products  and  devices 
from  one  State  to  another,  and  there  is  conducted  by  said  competi- 
tors of  respondent  a  constant  current  of  trade  in  such  products  and 
devices  between  the  various  States  of  the  United  States;  that 
respondent  and  many  of  his  competitors  have  conducted  their  said 
businesses  in  a  similar  manner  to  that  above  described  throughout 
the  four  years  last  past 

Par.  3.  That  the  respondent,  for  four  years  last  past,  in  the  con- 
duct of  his  business,  as  aforesaid,  has  leased  and  made  contracts  for 
the  lease  and  is  now  leasing  and  making  contracts  for  the  lease  of 
said  devices  and  their  equipments  to  be  used  within  the  United 
States,  and  has  fixed  and  is  now  fixing  the  price  charged  therefor  on 
the  condition,  agreement,  or  understanding  that  the  lessees  thereof 
shall  not  purchase  or  deal  in  the  products  of  a  competitor  or  com- 
petitors of  respondent,  and  that  the  effect  of  such  leases  or  contracts 
for  lease,  and  conditions,  agreements,  or  understandings  may  be 
and  is  to  substantially  lessen  competition  and  tend  to  create  a  mo- 
nopoly in  the  territories  and  localities  where  such  contracts  are 
operative. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

(Amended.) 

A  complaint  having  been  issued  by  the  Federal  Trade  Commis- 
sion in  the  above-entitled  proceeding,  and  the  respondent  therein 
named  having  filed  its  answer  herein,  and  the  attorneys  for  the  re- 
spective parties  in  said  cause  having  stipulated  to  submit,  and  hav- 
ing submitted  to  the  Commission,  subject  to  its  approval,  an  agreed 
statement  of  facts  in  said  cause,  which  agreed  statement  was  to  be 
taken  in  lieu  of  testimony  as  to  those  facts  stipulated,  and  it  hav- 
ing been  agreed  that  as  to  other  facts  the  evidence  to  be  taken  in  a 
formal  hearing  was  to  become  the  evidence  as  to  such  other  matters 
as  were  made  an  issue  herein  ;*  and  the  Commission  having  duly  ap- 
pointed a  time  and  place  for  the  taking  of  testimony,  and  the 
respondent  having  appeared  by  coimsel  at  the  time  and  place  as 
designated,  and  the  Commission  having  duly  heard  evidence  on  be- 
half of  the  Commission  and  respondent,  and  the  Commission  having 
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given  due  consideration  to  the  complaint  and  answer  herein  and  the 
stipulation  as  to  the  facts  and  the  eyidence  submitted  by  the  Com- 
mission and  by  the  respondent,  and  being  fully  advised  in  the  prem- 
ises, reports  and  finds  as  follows : 

FINDINGS  AS  TO  THB  FACTS. 

Pabaorafh  1.  That  the  respondent  is  an  individual  trading  under 
the  firm  name  and  style  of  the  Motor  Fuel  &  Lubricating  Co.,  with 
its  office  and  place  of  business  located  in  the  city  of  Portsmouth^  in 
the  State  of  Ohio;  that  during  all  the  time  hereinafter  mentioned 
respondent  has  been  and  now  is  engaged  in  the  business  of  buying 
gasoline  and  other  oils  and  lubricants,  hereinafter  known  as  ^  prod- 
ucts," and  in  transporting  and  marketing  said  products,  and  in  buy- 
ing and  selling  and  leasing  pumps  and  tanks  and  their  equipments, 
hereinafter  known  as  ^  equipments,'*  in  competition  with  numerous 
other  persons,  firms,  copartnerships,  and  corporations  similarly 
engaged. 

Par.  2.  lliat  the  respondent,  in  the  conduct  of  its  business  as  afore- 
said, bu3rs  said  equipments  in  various  States  of  the  United  States, 
and  sells  and  leases  and  delivers  the  same  to  various  persons,  firms, 
corporations,  and  copartnerships  in  various  States  other  than  those 
in  which  the  said  equipments  are  purchased  by  the  respondent,  and 
from  which  they  are  delivered  to  tht  said  users;  that  in  the  course 
of  commerce  in  buying  and  selling  said  equipments  said  equipments 
are  moved  to,  through,  and  among  various  States  of  the  United 
States,  and  that  there  is  a  constant  current  of  trade  in  the  conduct 
of  its  said  business  in  buying  and  selling  said  equipments  among  said 
various  States  of  the  United  States. 

Pab.  3.  That  during  all  of  said  period  respondent,  in  the  course 
of  commerce  among  the  several  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia,  and  in  the  conduct  of  its  busi- 
ness as  aforesaid,  has  been  and  now  is  selling  and  leasing  to  retailers 
of  its  petroleum  products  said  equipments  for  use  by  such  retailers 
in  storing  and  handling  respondent's  said  petroleum  products ;  that 
respondent  in  leasing  such  equipments  aforesaid  has  entered  during 
said  period  and  is  now  entering  into  contracts  with  lessees ;  that  the 
rental  or  lease  charge  provided  by  such  contracts  is  but  a  nominal 
sum  of  money  and  that  no  other  consideration  for  the  leasing  of  such 
equipments  by  respondent  is  provided  for  in  said  contract  other  than 
that  hereinafter  mentioned  in  paragraph  4  hereof ;  that  such  equip- 
ments are  leased  at  nominal  rentals  as  aforesaid  to  further  respond- 
ent's petroleum  business ;  tjiat  such  rentals  do  not  afford  a  reasonable 
profit  to  respond  At  on  the  amount  invested  in  such  equipments; 
that  respondent  leases  such  equipments  in  competition  in  interstate 
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commerce  with  manufacturers  of  similar  equipments  who  are  en- 
gaged in  the  sale  of  the  same  in  such  commerce  and  who  also  do  a 
substantial  part  of  all  the  business  done  in  such  equiiMnents  in  the 
territory  in  which  respondent  conducts  its  business ;  that  the  practice 
of  leasing  such  equipments  at  a  nominal  rental  is  an  unfair  method 
of  competition  in  interstate  commerce  as  against  its  competitors  en- 
gaged in  the  manufacture  of  such  equipments  and  in  the  sale  of  the 
same  for  profit  in  the  territory  where  respondent  leases  such  equip* 
ments  and  also  as  against  any  of  its  competitors  engaged  exclusively 
in  the  petroleum  business. 

Par.  4.  That  the  contracts  mentioned  in  the  preceding  paragraph 
also  provide  that  such  equipments  shall  be  used  by  the  lessee  only 
for  the  purpose  of  holding  and  storing  the  respondent's  petroleum 
products;  that  a  small  proportion  of  such  lessees  handle  similar 
products  of  respondent's  competitors,  and  that  only  a  small  propor- 
tion of  such  lessees  as  handle  similar  products  of-  respondent's  com- 
petitors require  or  use  more  than  a  single  pump  outfit  in  the  conduct 
of  their  said  business;  that  as  a  result  of  the  leasing  of  such  equip- 
ments by  respondent  in  the  manner  and  under  the  terms  aforesaid 
its  competitors  have  lost  numerous  customers  to  respondent;  that 
the  effect  of  the  practice  of  leasing  by  contract  such  equipments 
where  siidi  contracts  contain  the  said  provision  restricting  the  use 
of  the  same  to  the  storage  and  handling  of  respondent's  products 
as  aforesaid  may  be  to  substantially  lessen  ocmipetition  and  tend  to 
create  for  the  respondent  a  monopoly  in  the  business  of  selling 
petroleum  products. 

GONCLTJSIOICS. 

• 

That  the  methods  of  competition  and  the  business  practices  set 
forth  in  the  f oreging  findings  as  to  the  facts  are,  under  the  circum- 
stances set  forth  therein,  unfair  methods  of  competition  in  inter- 
state commerce  in  violation  of  the  provisions  of  section  5  of  an 
act  of  Congress  approved  September  26,*  1914,  entitled  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
find  for  other  purposes,"  and  are  in  violation  of  section  8  of  an  act 
of  Congress  approved  October  15,  1914,  entitled  **An  act  to  supple- 
ment existing  laws  against  unlawful  restraints  and  monopolies,  and 
for  other  purposes." 

ORDER    TO    CEASE    AND    DESIST.     , 

A  complaint  having  been  issued  by  the  Federal  Trade  Commission 
in  the  above-entitled  proceeding,  and  the  respondent  therein  named 
having  filed  its  answer  herein,  and  the  attorneys  for  the  respective 
parties  in  said  cause  having  stipulated  to  submit  and  having  sub- 
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mitted  to  the  Commission,  sabject  to  its  approval,  an  agreed  state- 
ment of  facts  in  said  cause,  which  statement  was  to  be  taken  in  lieu 
of  testimony  as  to  those  facts  stipulated,  and  it  having  been  agreed 
that  as  to  other  facts  the  evidence  to  be  taken  in  a  formal  hearing 
was  to  become  the  evidence  as  to  such  other  facts  as  were  charged 
in  the  complaint  herein  or  made  a  defense  in  the  answer,  and  the 
Commission  having  duly  appointed  a  time  and  place  for  the  taking 
of  testimony,  and  the  respondent  having  appeared  by  counsel  at  the 
time  and  place  so  designated,  and  the  Commission  having  duly  heard 
evidence  on  behalf  of  the  Commission  and  respondent,  and  the  Com- 
mission having  made  its  report  and  findings,  as  elsewhere  set  forth, 
and  having  concluded  upon  such  report  and  findings  that  the  re- 
spondent has  been  guilty  of  unfair  methods  of  competition  in  inter- 
state commerce  in  violation  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled  ^An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes,** 
and  that  the  respondent  has  violated  section  3  of  an  act  of  Congress 
approved  October  15,  1914,  entitled  ^'An  act  to  supplement  existing 
laws  against  unlawful  restraints  and  monopolies,  and  for  other 
purposes,"  which  report,  findings,  and  conclusions  are  hereby  re- 
ferred to  and  made  a  part  hereof :  Now,  therefore, 

It  is  orderedy  That  respondent,  Thomas  K.  Brushart,  shall  cease 
and  desist  from : 

1.  Directly  or  indirectly  leasing  pumps  or  tanks,  or  both,  and  their 
equipment  for  storing  and  handling  petroleum  products  in  the 
furtherance  of  its  petroleum  business  at  a  rental  which  will  not  yield 
to  it  a  reasonable  profit  on  the  cost  of  the  same  after  making  due 
allowance  for  depreciation  and  other  items  usually  considered  when 
leasing  property  for  the  purpose  of  obtaining  a  reasonable  profit 
therefrom,  and  from  doing  any  matter  or  thing  which  would  have  the 
same  unlawful  effect  as  that  resulting  from  the  practice  herein  pro- 
hibited and  by  reason  of  which  this  order  is  made. 

2.  Entering  into  contracts  or  agreements  with  dealers  in  its  petro- 
leum products  or  from  continuing  to  operate  under  any  contract  or 
agreement  already  entered  into  whereby  such  dealers  agree  or  have  an 
understanding  that  as  a  consideration  for  the  leasing  to  them  of  such 
pumps  and  tanks  and  their  equipment,  the  same  shall  be  used  only 
for  rtoring  or  handling  the  products  of  respondent,  and  from  doing 
anything  having  the  same  unlawful  effect  as  that  resulting  from 
the  practice  herein  prohibited  and  by  reason  of  which  this  order  is 
made. 

Providedj  however,  That  as  to  such  pumps  and  tanks  and  equip- 
ments as  are  now  leased  by  respondent  contrary  to  the  orders  con- 
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tained  in  paragraphs  1  and  2  herein,  respondent  shall  have  lour 
months  from  the  date  hereof  to  enter  into  new  contracts  or  agreements 
with  respect  to  the  same  which  shall  not  be  incompatible  with  the 
spirit  and  intent  of  this  order. 

And  it  is  also  ordered^  Under  and  by  virtue  of  the  authority  con- 
ferred on  the  Commission  by  paragraph  B  of  section  6  of  ^'An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,^'  approved  September  26, 1914,  that  the  said 
Thomas  K.  Brushart,  respondent,  shall,  within  20  days  after  the  ex- 
piration of  the  time  allowed  within  which  respondent  shall  fully 
comply  with  the  order  to  cease  and  desist  hereinabove  set  forth,  re- 
port in  writing  to  the  Federal  Tra4e  Commission,  fully  setting  forth 
the  nature  of  the  changes  made  in  the  conduct  of  its  business  with 
xespect  to  the  subject  matter  involved  in  the  order  to  cease  and  desist, 
and  there  shall  be  set  forth  in  such  report  in  complete  detail  the  plaa 
or  plans  adopted  for  the  lease,  loan,  gift,  or  sale  of  any  oil  tanks  and 
pumps  for  use  in  storing  refined  oil  or  gasoline,  which  pkn  or  plans 
are  in  use  or  are  proposed  to  be  put  in  use,  and  also  attached  to  such 
report  any  contracts  used  by  the  respondent  in  the  conduct  of  such 
business. 


The  Commission  has  also  issued  similar  orders  in  other  cases  in- 
volving substantially  the  same  facts,  as  shown  by  the  following: 
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Date. 


1Q». 
8ept.27 

27 

27 

.    27 

27 

27 

27 

27 

27 

27 

•  27 

27 

Dec  18 


Docket 
Mo. 


85 

133 

8U 
317 
818 

819 
821 

322 


826 
827 

836 


Baspondent. 


LocstUm. 


Standard  Oil  Co.  of  Indiana>. . 
Standard  Oil  Co.  of  Indiana*. 


C.  L.  Smith  Oil  &  Gasoline  Co. 

The  White  Star  Oil  Co 

The  Paragon  He&ning  Oil  Co. . 


Chicago,  m. 
do 


Hickok  Producing  Co . 
The  Columbus  Oil  Co . 


Carbonless  OU  Co.... 

TheCanfleldOilCo 

The  Independent  Distributing  Co 
The  LUly  White  OU  Co.,  IncT! .. . . 


Rt.  Louis.  Mo. . 
Baton,  Ohia  .. 
Toledo,  Ohio... 


do 

CQ|unibus,Ohio. 


Iowa  Oil  Co 

Standard  Oil  Co.  of  Ohio  >. 


Kenton,  Ohio... 
Cleveland,  Ohio. 
rolumbus,Ohio. 
Lima,  Ohio 


Dubuque,  Iowa. 
CleTeland,Ofaio. 


Answer,  9tipaUtlon» 
or  trial. 


Answer,  stipulatioii, 
and  trial. 

Answer  and  stipula- 
tion. 

Answer  and  trial. 
Do. 

An.«iwer,  8tipulatlon» 
and  tnal. 

Answer  and  trial. 

Answer,  stipulation, 
and  trial. 
Do. 
Da 

Answer  and  trial. 

Answer,  stipulation, 
and  trial. 

Answer  and  trial. 

Answer  and  stipul** 

tiOD. 


>  See  case  reported  in  II  F.  T.  C.  26. 

•See  case  reported  in  IT  F.  T.  C.  46. 

s  Amended  findings  and  order  entered  as  of  Sept.  27, 1920  (Docket  182)  against  the  same  reroondant  iprer* 
rescinded  by  the  Commission  in  an  order  dated  Dec.  18,  and  the  aboTeludlngs  and  order  In  Docket  690 
entered  as  stipulated,  on  certain  evldenre  taken,  and  on  all  evidence  introduced  and  stipulated  in.  the 
proceeding  in  Docket  132,  respondent  reserving,  however,  all  questions  of  Jurisdiction.  The  findings  and 
order  referred  to  in  Docket  1^  were  set  asidCL  because  the  complaint,  wbicn  charged  a  violation  of  section 
2  of  the  Clayton  Aet,  as  well  as  section  5  of  the  Federal  Tribde  Commission  act,  was  not  supported  by  the 
testimony. 
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FEDERAL  TRADE  COMMISSION 

McKNIGHT-KEATON  GROCERY  CO.,  WOOD  &  BENNETT 
CO.,  THE  SCUDDERS-GALE  GROCER  CO.,  AND  RAY  L. 
HOSMER  AND  THOS.  W.  WATSON,  COPARTNERS  TRAD- 
ING AS  RAY  L.  HOSMER  &  CO. 

OOMPIAIKT  IN  THE  MATTES  OF  THE  ALLEGED  VIOLATION  OF  SECTION  6  OF 
AN  ACT  OF  CONGRESS  APPROVED   SEPTEMBER   26,   1914. 

Docket  258.--September  28,  1920. 

STZlABtTB. 

Wliexe  certain  Jobbers  In  competition  with  a  corporation  in  which  retail  grocera 
held  Steele,  but  which  did  not  limit  its  sales  to  stockholders  and  did  not  sell 
to  consumers, 

(a)  Protested  (in  the  case  of  one  of  their  number)  to  a  nationally  known 
manufacturer  against  selling  to  It; 

(6)  Induced  and  compelled  a  manufacturer's  agent,  to  whom  all  had  severally 
given  orders,  to  withhold  its  purchase,  by  threatening  to  refuse  their  own, 
which  had  arrived  and,  in  the  aggregate,  far  exceeded  their  competitor's; 
and 

IVliere  certain  brokers,  induced  by  the  coercion,  persuasion,  boycott,  and  threats 
of  said  jobbers,  who  had  agreed  that  such  competitor  was  not  conducting  its 
business  in  accordance  with  their  standards  and  to  prevent  It  from  pur- 
chasing fh>m  manufacturers  and  other  necessary  sources  of  supply, 

(a)  Agreed  and  conspired  with  said  Jobbers 

(1)  To  refuse  to  sell  to  it  upon  the  usual  Jobbing  terms  and  prices ; 

(2)  To  recommend  the  same  course  to  their  principals; 

(3)  To  compel  it  to  purchase  from  and  through  them,  at  prices  higher  than 
regular  Jobbers'  prices ; 

(ft)  Refused  to  deliver  goods  ordered  by  it  from  their  principal,  a  nationally 
known  manufacturer,  willing  to  sell  to  it,  representing  that  it  was  not  en- 
titled to  be  dealt  with  as  a  Jobber ; 

All  for  the  purpose  of  stifling  its  competition : 

Held,  That  such  practices,  under  the  circumstances  set  forth,  constituted  unfair 
methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commifision,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  McKnight-Keaton  Grocery 
Co.,  Wood  &  Bennett  Co.,  the  Scudders-Gale  Grocer  Co.,  and  Bay 
L.  Hosmer  and  Thomas  W.  Watson,  copartners  trading  as  Hay  L. 
Hosmer  &  Co.,  hereinafter  referred  to  as  the  respondents,  have  been 
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and  are  using  unfair  methods  of  competition  in  interstate  commerce 
in  violation  of  the  provisions  of  section  5  of  an  act  of  Congress  ap- 
proved September  26, 1914|  entitled  '^ An  act  to  create  a  Federal  Trade 
Commission,  to  define  its  powers  and  duties,  and  for  other  purposes,'^ 
and  it  appearing  that  a  proceeding  by  it  in  respect  thereof  would 
be  to  the  interest  of  the  public,  issues  this  complaint,  stating  its 
charges  in  that  respect  on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondents,  McKnight-Keaton  Grocery 
Co.  and  Wood  &  Bennett  Co.,  are  now  and  at  all  the  times  herein- 
after mentioned  were  corporations  organized,  existing,  and  doing 
business  under  and  by  virtye  of  the  laws  of  the  State  of  Illinois, 
having  each  its  principal  office  in  the  city  of  Cairo  in  said  State,  and 
are  now  and  for  many  years  last  past  have  been  engaged  as  whole- 
sale dealers  in  groceries  and  kindred  merchandise ;  that  the  respond- 
ents Say  L.  Hosmer  and  Thos.  W.  Watson  are  now  and  at  all  times 
hereinafter  mentioned  were  copartners,  trading  as  Ray  L.  Hosmer 
&  Co.,  having  their  principal  office  and  place  of  business  in  the  city 
of  Cairo,  State  of  Illinois,  and  are  now  and  for  many  years  last 
past  have  been  engaged  as  brokers  and  commission  merchants  in 
groceries  and  kindred  merchandise.  And  the  respondent,  the  Scud- 
ders-Gale  Grocer  Co.,  is  now  and  at  all  times  hereinafter  mentioned 
was  a  corporation  organized,  existing,  and  doing  business  under  and 
by  virtue  of  the  laws  of  the  State  of  Missouri,  and  having  its  prin- 
cipal office  and  place  of  business  in  the  city  of  St.  Louis,  in  the  said 
State,  and  having  also  a  branch  office  in  the  city  of  Cairo,  State  of 
Illinois,  and  is  now  and  for  many  years  last  past  has  been  engaged 
as  wholesale  dealer  in  groceries  and  kindred  merchandise. 

Par.  2.  That  each  of  the  respondents  in  the  conduct  of  its  busi- 
ness enters  into  contracts  of  purchase  for  groceries  and  kindred  mer- 
chandise from  manufacturers  and  others  in  the  different  States  and 
Territories  of  the  United  States  and  District  of  Columbia,  causing 
the  same  to  be  transported  to  its  place  of  business  in  the  city  of 
Cairo,  111.,  whence  such  groceries  and  kindred  merchandise  are  sold 
by  respondents,  and  shipped  to  the  purchasers  thereof ;  that  as  a  part 
of  the  transactions  of  which  said  purchases  and  sales  are  also  a  part, 
such  groceries  and  kindred  merchandise  are  continuously  moved  to, 
from,  and  among  other  States  and  Territories  of  the  United  States, 
the  District  of  Columbia,  and  foreign  countries  and  there  is  con- 
tinuously, and  has  been  at  all  times  hereinafter  menticmed,  a  con- 
stant current  of  trade  and  commerce  in  said  groceries  and  kindred 
merchandise  between  and  among  the  various  States  and  Territories 
of  the  United  States  and  the  District  of  Columbia  and  ^foreign  coun- 
tries. 
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Pas.  8.  That  the  said  respondente  in  the  conduct  of  their  respec- 
tive businesses  as  wholesale  dealers  or  brokers  and  commission  mer- 
chants in  groceries  and  kindred  merchandise  in  interstate  commerce  as 
aforesaid  are  and  for  more  than  two  years  last  past  have  been  wrong- 
fully and  unlawfully  engaged,  and  are  now  engaged,  in  a  combina- 
tion or  conspiracy  among  themselves,  unfairly  to  hamper  and  ob- 
struct a  oeiiain  competitor,  also  engaged  as  a  wholesale  dealer  in 
grocerieB  and  kindred  merchandise,  by  inducing  and  compelling,  or 
Attempting  to  induce  and  compel,  manufacturers  of  groceries  and 
kindred  merchandise  to  reluse  to  recogniee  such  competitor  as  a 
jobber  or  wholesaler  entitled  to  buy  from  manufacturers  at  jobbers' 
or  wholesalers'  prices  and  terms,  and  for  that  reason  to  refuse  to  sell 
said  competitor  as  such  in  interstate  commerce,  thus  forcing  it  to  buy 
at  prices  higher  than  those  made  by  manufacturers  to  wholesalers  and 
jobbers. 

Pah.  4.  That  each  of  the  respondents  in  the  conduct  of  its  business 
as  a  wholesale  dealer  or  broker  and  commission  merchant  in  groceries 
and  kindred  merchandise  in  interstate  commerce  as  aforesaid  has 
been  for  more  than  two  years  last  past,  and  is  now,  wrongfully  and 
unlawfully  hampering  and  obstructing,  and  attempting  to  hamper 
and  obstruct,  a  certain  competitor,  also  engaged  as  a  wholesale  dealei^ 
in  groceries  and  kindred  merchandise,  by  inducing  and  compelling, 
or  attempting  to  induce  and  compel,  manufacturers  of  groceries  and 
kindred  merchandise  to  refuse  to  recognize  such  competitor  as  a 
jobber  or  wholesaler  entitled  to  buy  from  manufacturers  at  jobbers' 
or  wholesalers'  prices  and  terms,  and  for  that  reason  to  refuse  to  sell 
said  competitor  as  such  in  interstate  commerce,  thus  forcing  it  to 
buy  at  prices  higher  than  those  made  by  manufacturers  to  whole- 
salers  and  jobbers. 

KEPOKT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER, 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep? 
tember  26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondents,  McKnight-Keaton  Grocery  Co., 
Wood  ft  Bennett  Co^  the  Scudders-Gale  Grocer  Co.,  and  Ray  L. 
Hosmer  and  Thos.  W.  Watson,  copartners,  trading  as  Ray  L.  Hosmer 
&  Co.,  charging  them  with  the  use  of  unfair  methods  of  competition 
in  c(»nmerce  in  violation  of  the  provisions  of  said  act. 

The  respopidents  having  entered  their  appearance  by  their  respec- 
tive attorneys  and  filed  their  answers  herein,  hearings  were  had  and 
evidence  was  thereupon  introduced  in  support  of  the  allegations  of 
said  complaint  and  on  behalf  of  the  respondents,  before  an  examiner 
of  the  Federal  Trade  Commission  theretofore  duly  appointed. 
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And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission  having  heard  argument  of  counsel  and  duly  considered 
the  record  and  being  now  fully  advised  in  the  premises,  makes  this 
its  findings  as  to  the  facts  and  conclusions: 

FINDINGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondents,  McKnight-Keaton  Grocery 
Co.  and  Wood  &  Bennett  Co.,  are  now,  and  at  all  times  hereinaftOT 
mentioned  were,  corporations  organized,  existing,  and  doing  busineas 
under  and  by  virtue  of  the  laws  of  the  State  of  Illinois,  having  each 
its  principal  office  in  the  city  of  Cairo,  in  said  State,  and  are  now 
and  for  many  years  last  past  have  been  engaged  in  the  business  of 
buying  and  selling  in  interstate  commerce,  in  wholesale  quantities, 
groceries  and  products  such  as  are  generally  dealt  in  by  those  en- 
gaged in  the  business  generally  known  as  that  of  wholesale  grocers; 
that  the  respondents,  Ray  L.  Hosmer  and  Thos.  W.  Watson  are  now, . 
and  at  all  times  hereinafter  mentioned  were,  copartners,  trading  as 
Ray  L.  Hosmer  &  Co.,  having  their  principal  office  and  place  of  busi- 
ness in  the  city  of  Cairo,  State  of  Illinois,  and  are  now,  and  for  many 
years  last  past  have  been,  engaged  as  brokers  and  commission  mer- 
chants in  groceries  and  kindred  merchandise;  that  the  respondent, 
The  Scudders-Gale  Grocer  Co.,  is  now,  and  at  all  times  hereinafter 
mentioned  was,  a  corporation  organized,  existing,  and  doing  business 
under  and  by  virtue  of  the  laws  of  the  State  of  Missouri,  and  having 
its  principal  office  and  place  of  business  in  the  city  of  St.  Louis,  in 
the  said  State,  and  having  also  a  branch  office  in  the  city  of  Cairo, 
State  of  Illinois,  and  is  now  and  for  many  years  last  past  has  been 
engaged  in  the  business  of  buying  and  selling  in  interstate  commerce, 
in  wholesale  quantities,  groceries  and  products  such  as  are  generally 
dealt  in  by  those  engaged  in  the  business  generally  known  as  that  of 
wholesale  grocers;  that  the  respondents,  McKiiight-Keaton  Grocery 
Co.,  Wood  A  Bennett  Co.,  and  The  Scudders-Gale  Grocer  Co.,  with 
the  exception  of  the  Interstate  Grocery  Co.,  hereinafter  mentioned, 
and  the  New  York  Store  Mercantile  Co.,  comprise  the  entire  number 
of  dealers  in  said  city  of  Cairo,  State  of  Illinois,  engaged  in  the 
business  of  buying  and  selling  in  wholesale  quantities  groceries  and 
products  such  as  are  generally  dealt  in  by  those  engaged  in  the  busi- 
ness generally  known  as  that  of  wholesale  grocers. 

Par.  2.  That  each  of  the  respondents  in  the  conduct  of  its  business 
enters  into  contracts  of  purchase  for  groceries  and  kindred  mer- 
chandise from  manufacturers  and  others  in  the  different  States  and 
Territories  of  the  United  States  and  District  of  Columbia,  causing 
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the  same  to  be  transported  to  its  place  of  bfosiness  ib  the  dtj  of 
Cairo,  lU.,  wheaoe  such  groceries  and  kindred  merchandise  are  sold 
by  respondents  and  shipped  to  purchase!^  thereof;  that  as  a  part  of 
the  transactions  of  which  said  purchases  and  sales  are  also  a  part, 
such  groceries  and  kindred  merchandise  are  continuously  moved  to, 
from,  and  among  other  States  and  Territories  of  the  United  States, 
the  District  of  Columbia,  and  f (Nreign  countries,  and  there  is  continu* 
ously,  and  has  been  at  all  times  hereinafter  mentioned,  a  constant 
current  of  trade  and  conmierce  in  said  groceries  and  kindred  mer- 
chandise between  and  among  the  various  States  and  Territories  of 
the  United  States  and  the  District  of  Columbia  and  foreign  countries. 

Pas.  8.  That  the  Interstate  Grocery  Co.  is  a  corporation  organissed, 
existing,  and  doing  business  under  and  by  virtue  of  the  laws  of  the 
State  of  Illinois,  and  at  all  times  herein  mentioned  was  engaged  in 
the  business  of  buying  and  selling  in  interstate  commerce,  in  whole- 
sale quantities,  groceries  and  products  such  as  are  generally  dealt  in 
by  those  engaged  in  the  business  generally  known  as  that  of  whole* 
sale  grocers;  doing  a  smaller  amount  of  business  than  any  of  the 
aforementioned  respondent  wholesale  grocers.  That  its  capital  stock 
is  owned  and  held  by  retail  grocers  to  whom  it  sells  groceries  at 
wholesale  and  at  prices  equid  to  cost  plus  5  per  cent  to  cover  the  coct 
of  doing  business;  that  it  also  sells  to  nonstockholding  retailers  at 
higher  prices,  but. sells  no  groceries  to  consumera 

Par.  4.  That  in  the  year  1917  each  of  the  respondents,  McKnight- 
Keaton  Grocery  Co.,  Wood  &  Bennett  Co.,  the  Scudders-Gale  Grocer 
Ca,  and  the  Interstate  Grocery  Co.,  at  the  same  time  entered  into 
separate  contracts  for  the  purchase  of  certain  amounts  of  condensed 
milk  with  a  certain  manufacturer's  agent  in  the  city  of  St.  Louis, 
State  of  Missouri,  and  that,  when  in  pursuance  of  said  contract  all 
of  said  milk  had  been  shipped  and  had  arrived  at  the  railroad  station 
in  the  city  of  Cairo,  State  of  Illinois,  said  respondents,  whose  aggre<- 
gate  purchases  of  milk  far  exceeded  the  amount  purchased  by  the 
Interstate  Grocery  Co.,  for  the  purpose  of  stifling  and  suppressing 
competiticm  between  them  and  the  said  Interstate  Grocery  Co.,  by 
means  of  threats  to  refuse  to  accept  the  condensed  milk  purchased 
by  each  of  them,  induced  and  compelled  said  manufacturer's  agent 
to  break  its  contract  of  purchase  and  sale  with,  and  to  withhold  deliv* 
eiy  of  said  condensed  milk  from,  the  said  Interstate  Grocery  Ca 

Pah.  6.  That  in  the  year  1918  the  respondents,. Bay  L.  Hosmer  and 
Thoe.  W.  Watson,  copartners,  trading  as  Bay  L*  Hosmer  &  Co.,  who 
acted  as  brokers  for,  and  carried  in  stock  the  products  of.  The  Postom 
Cereal  Co.,  of  Battle  Creek,  Mich.,  refused  to  deliver  certain  goods 
ordered  by  the  Interstate  Grocery  Co.  from  the  said  Postum  Cereal 


92  raDSRAL  TRADfi  OOMMlSdlON  DB0I8I0K8. 

VUMngB.  SF.T.a 

Co.  and  wbicli  the  latter  was  ready  and  willing  to  sell  to  the  Inter- 
state Grocery  Co.  through  the  said  respcmdents,  and  that  such  reliusal 
OH  the  part  of  said  respondents  was  accompanied  by  representation 
communiciAted  by  said  respondents  to  the  said  Postum  Cereal  Co.,  to 
the  effect  that  said  Interstate  Grocery  Co.  was  not  entitled  to  be 
treated  and  sold  as  a  wholesale  grocer,  and  such  refusal  was  made  for 
the  purpose  of  retaining  the  good  will  of  the  other  respondents  and  of 
eliminating  the  Interstate  Grocery  Co.  as  a  competitor. 

Pab.  6.  That  in  the  year  1918,  the  respondent,  the  Scudders-Gale 
Grocer  Co.,  havii^  learned  that  the  Interstate  Grocery  Co.  carried  a 
stock  of  Kellogg's  Com  Flakes,  for  the  purpose  of  cutting  off  the 
Interstate  Grocery  Co.^s  supply  of  that  product,  sent  a  written  protest 
to  the  KeUogg  Toasted  Com  Flakes  C04  against  it  selling  its  products 
to  the  said  Interstate  Groceiy  Co. 

Par.  7.  Thai  in  the  year  1918  and  since  that  time,  all  of  the  re* 
spondents  herein,  with  the  purpose  and  intent  of  stifling,  suppressing, 
and  preventing  competition  in  conunerce  between  the  Interstate  Gro- 
cery Ca  and  the  respondents,  and  with  the  purpose  and  intent  of 
preventing  the  said  Interstate  Grocery  Co.  from  obtaining  the  goods 
and  commodities  dealt  in  by  it  from  manufacturers  and  manufac- 
turers' agents  and  other  usual  sources  from  which  a  wholesale  dealer 
in  groceries  must  obtain  said  commodities,  have  secretly  agreed  and 
conspired  among  themselves,  and  have  had  secret  understandings 
with  each  other  as  follows : 

(a)  The  respondents,  McKnight*Keaton  Grocery  Co:,  Wood  & 
Bennett  Co.,  and  the  Scudders-Gale  Grocer  Co.  have  agreed  among 
themselves  that  the  said  Interstate  Grocery  Co.  was  and  is  not  con- 
ducting its  business  in  accordance  with  certain  tests  or  standards 
fixed  and  established  by  said  respondents,  and  have  agreed  and  con- 
spired among  themselves  to  state  and  repres^it  to  various  manu- 
facturers and  their  agents,  that  the  Interstate  Grocery  Co.  was  not 
conducting  its  business  in  accordance  with  such  tests  and  standards 
and  have  further  agreed  and  conspired  among  themselves  to  induce, 
coerce  *and  compel,  by  means  of  boycott  and  threats  of  "boycott  of 
manufacturers  of  groceries  and  food  products,  and  their  agents  to 
refuse  to  deal  with  or  s^U  to  the  Interstate  Grocery  Co.  in  interstate 
commerce  upon  the  terms  and  at  the  prices  offered  and  charged  to 
its  cc»npetitors.  Including  respondents  and  others  engaged  in  similar 
business,  and  to  compel  said  company  to  purchase  its  supplies  from 
and  through  respond^its,  all  of  whom  are  competitors  of  said  Inter- 
state Groccrry  Ca 

(6)  That  the  respondehts,  Ray  L.  Hosmer  tnd  Thos.  W.  Watson, 
copartnens,  trading  as  Ray  L.  Hosmer  &  Co,,  indu<:ed  by  coercion, 
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persuasion,  boycott  and  threats  ol  boycott  on  the  part  of  tiie  other 
respondents,  have  agreed  and  conspired  with  the  other  respondents 
mentioned  herein,  to  refuse  to  sell  to  the  Interstate  Grooery  Co.  Uie 
products  manufactured  by  their  reepectiTe  principals  upon  the  terms 
and  at  the  prices  offered  and  charged  to  competitors  of  said  company 
and  to  recommend  to  their  respective  {H-incipals  that  they  should  n^t 
sell  to  the  Interstate  Grooery  Co.  at  such  terms  and  at  such  prices, 
but  agreed  to  compel  said  Interstate  Grocery  Co.  to  purchase  said 
products  from  and  through  rec^ndents,  who  are  competitors  of  said 
Interstate  Grocery  Co^  at  prices  higher  than  those  charged  to  other 
competitors  and  others  engaged  in  similar  business. 

CX)NCLUSIONS. 

The  practices  of  said  respondents,  under  the  conditions  and  circum- 
stances described  in  the  foregoing  findings,  are  unfair  methods  of 
competition  in  interstate  commerce  and  constitute  a  violation  of  an 
act  of  Congress  approved  September  26,  1914,  entitled,  ^^An  act  to 
create  a  Federal  Trade  Conunission,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

ORDER  TO  CEASE  AKD  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answers  of  the 
respective  respondents,  the  testimony  and  evidence  and  the  argu- 
ment of  counsel,  and  the  Commission  having  made  its  findings  as 
to  the  facts  with  its  conclusions,  and  the  respondents  having  violated 
the  provisions  of  the  act  of  Congress,  approved  September  26,  1914, 
entitled  ^^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes," 

It  is  now  ordered^  That  the  above-named  respondents,  McKnight- 
Keaton  Grocery  Co.,  Wood  &  Bennett  Co.,  and  the  Scudders-Gale 
Grocer  Co.,  each  forever  cease  and  desist  from  directly  or  indirectly 
combining  and  conspiring  among  themselves  to  induce,  or  inducing 
or  seeking  to  compel  or  compelling  manufacturers  or  manufacturers' 
agents  to  break  any  contract  which  they  may  have  for  the  sale  of 
to  the  Interstate  Grocery  Co. ;  and  it  is 

Further  ordered^  That  the  respondents,  McKnight-Keaton  Grocery 
Co.,  Wood  A  Bennett  Co.,  the  Scudders-Gale  Grocer  Co.,  and  Bay 
L.  Hosmer  and  Thos.  W.  Watson,  copartners,  trading  as  Bay  L. 
Hosmer  ft  Co.,  each  forever  cease  and  desist  from  directly  or  indi- 
rectly combining  and  conspiring  among  themselves  to  induce,  or 
inducing  or  compelling  or  seeking  to  induce  or  compel  manufac- 
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tarere  or  mannfictarera'  agents  to  refnse  to  sell  to  the  Interstate 
Gfooery  Ca  at  prices  usoally  offered  and  chatged  to  wholesale  gro- 
cers becaose  of  its  plan  of  organization  or  the  method  of  conducting 
bnsinesB  ad<^iled  1^  said  Interstate  Grocery  Co.,  and  that  the  said 
respondents  cease  and  desist  from  making  oral  or  written  statements 
to  mannfiustnrers,  mannfactorers'  i^ents,  or  others  to  the  effect  that 
the  said  Interstate  Grocery  Co.  is  not  entitled  to  purdiase  its  sap- 
plies  at  prices  usoally  offered  and  charged  to  wholesale  grocers  be- 
cause of  its  plan  of  organization  or  the  method  of  condncting  bosi- 
nesB  adopted  by  the  said  Interstate  Grocery  Co.;  and  it  is 

Further  ordered^  That  eadi  of  Vhe  respondents,  within  30  days 
from  the  date  of  senrice  upon  them,  respectively,  file  with  the  Com- 
nussion  a  written  report  of  the  manner  and  extent  to  whidi  they 
haTe  complied  with  the  terms  hereof. 
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FEDERAL  TRADE  COMMISSION 

«?. 
L  I.  WOLPER  AND  H.  B.  WOLPER,  COPARTNERS  TRAD- 
ING  UNDER  THE   NAME   AND   STYLE   OF   ERRANT- 
KNIGHT  CO.,  LEWIS  GROCERY  CO.,  AND  IRA  LESTER 
CO. 

CX)1CFLAINT  IN  THE  KAITEB  OF  THE  AIXCOED  YIOUkTION  OF  SECTION  9  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEFTEKBER   26,   1914. 

Docket  352.— October  25,  1920. 

Syllabus. 

Where  a  firm  engaged  in  the  sale  of  groceries  by  mail,  exclnsirely  in  combina- 
tion orders  to  castom^rs  with  no  knowledge  of  its  costs  and  profits,  in  ad- 
Tertising  said  orders 

(a)  Set  forth  prices  of  the  different  items  as  ''Our  wholesale  price,"  which 
prices  for  the  well  known  staple  articles  were  less  than  cost,  but  for  the 
others  were  sufficiently  in  excess  thereof  to  afford  a  satisfactory  profit  on 
the  entire  order  and  equaled  or  exceeded  the  usual  retail  prices  on  the  order 
as  a  whole ; 

(b)  Overstated  the  retail  prices  ordinarily  asked  for  the  different  items  com- 
posing the  yarious  orders ; 

(c)  Advertised  that  for  $1  a  customer  could  secure  a  *'  get  acquainted  order,** 
as  specified,  *'  Catalogue  FREE,"  not  otherwise  obtainable,  offering  "  Bar- 
gains not  available  elsewhere,  including  sugar  at  8  cents  a  pound,  •  •  ^ 
flour  $7  per  barrel,  and  many  others" — prices  far  less  than  wholesale 
cost — ^when  in  fact  It  sold  none  of  those  articles  separately  at  such  prices, 
but  only  in  combinations  as  above  stated,  thereby  deceiving  customers  and 
the  public : 

Beld,  That  such  false  and  misleading  advertising,  under  the  circumstances  set 
forth,  constituted  unfair  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  L.  I.  Wolper  and  H.  B. 
Wolper,  copartners,  trading  imder  the  name  and  style  of  Errant- 
Knight  Co.,  Lewis  Grocery  Co.,  and  Ira  Lester  Co.,  hereinafter  re- 
ferred to  as  respondents,  have  been  and  are  using  unfair  methods  of 
competition  in  interstate  commerce  in  violation  of  the  provisions  of 
section  5  of  an  act  of  Congress  approved  September  26, 1914,  entitled, 
''An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes,"  and  it  appearing  that  a  pro- 
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ceeding  by  it  in  respect  thereof  would  be  to  the  interest  of  the  public, 
issues  this  complaint,  stating  its  charges  in  that  respect  on  informa- 
tion and  belief  as  follows : 

Paragraph  1.  That  the  respondents  are  now,  and  since  February 
1, 1919,  have  been,  operating  a  business  in  the  city  of  Chicago,  IlL; 
that  the  business  so  conducted  consists  and  has  consisted  of  the  sale 
in  commerce  among  the  several  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia,  of  sugar,  flour,  cereals,  canned 
goods,  spices,  and  other  grocery  products,  in  combination  lots  or 
assortments  at  stated  prices  for  the  several  items  contained  in  each 
of  the  said  assortments,  but  respondents  refuse  to  sell  any  of  the 
single  items  in  said  assortments  separately,  at  the  prices  quoted,  but 
in  all  cases  customers  are  required  to  purchase  all  of  the  items  in  one 
of  the  several  assortments  had. 

Par.  2.  That  said  respondents  in  the  course  of  their  said  business, 
make  use  of  catalogues  and  other  advertising  matter  which  is  given 
general  circulation  throughout  the  States  and  Territories  of  the 
United  States,  and  in  the  District  of  Colimibia,  which  said  catalogues 
and  advertiseiments  contain  certain  false  and  misleading  statements 
concerning  respondents'  said  business  and  alleged  benefits  which  the 
public  might  derive  from  trading  with  respondents ;  that  among  such 
false  and  misleading  statements  are  statements  to  the  effect  that 
respondents  sell  goods  direct  to  consumer  at  wholesale  prices;  that 
purchasers  from  respondents  will  save  at  least  30  per  cent  on  each 
order,  after  paying  freight  charges;  that  respondents  by  their  enor- 
mous and  gigantic  buying  power  and  by  controlling  complete  out- 
puts of  large  factories,  are  able  to  sell  goods  at  prices  lower  than 
those  of  other  dealers,  whereas,  the  prices  obtained  by  respondents 
for  the  goods  sold  in  combination  lots  or  assortments  as  a  whole  are 
substantially  the  same  or  greater  than  the  prices  which  retail  grocers 
generally  obtain  for  like  assortments  as  a  whole,  and  respondents  do 
not  possess  any  advantage  in  buying  grocery  products  which  enable 
them  to  sell  such  products  at  prices  lower  than  those  of  other  dealers. 

Par.  3«  That  in  making  up  the  several  combination  lots  or  assort- 
ments of  grocery  products  which  are  advertised  and  sold  by  respond- 
ents, they  list  certain  staple  products  at  prices  below  the  current 
wholesale  prices  for  such  products,  as  in  the  case  of  sugar,  which  is 
advertised  by  respondents  at  6  cents  per  pound,  whereas  sugar  is  a 
staple  on  the  market  and  price  eonoessions  lor  large  quantity  pur- 
chases, or  for  any  other  reason^  are  unobtainable,  and  the  whol^ale 
price  for  same  is  approximately  9^  cents  per  pound ;  and  flour,  an- 
other staple,  is  advertised  by  respondents  at  $8.36  per  barrel,  whereas 
the  wholesale  price  for  same  is  approximately  $12.75  per  barrel,  but 
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when  these  items  are  iBcluded  in  the  combination  lots  oif ered  by 
respondents,  other  items  in  said  combination  are  listed  at  prices 
i^reater  than  the  current  retail  prices  for  same,  as  in  the  case  of  break- 
fast cocoa,  spices,  baking  powder,  canned  sardines,  etc.,  so  that  the 
sale  of  the  combination  or  assortment  as  a  whole  yields  to  respondents 
a  satisfactory  profit,  without  letting  the  customers  know  that  sugar 
and  flour  were  being  sold  on  any  other  basis  than  that  of  the  other 
commodities. 

KEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Septem- 
ber 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  L,  I.  Wolper  and  H.  B.  Wolper,  copartners,  trading 
under  the  name  and  style  of  Errant-Knight  Co.,  Lewis  Grocery  Co., 
and  Ira  Lester  Co.,  hereinafter  referred  to  as  respondents,  charging 
them  with  the  use  of  unfair  methods  of  competition  in  commerce  in 
violation  of  the  provisions  of  said  act 

The  respondents  having  entered  their  appearances  by  John  F. 
Rosen,  Esq.,  their  attorney,  and  filed  their  answer  herein,  hearings 
were  had  and  evidence  was  thereupon  introduced  in  support  of  the 
allegations  of  said  complaint,  before  an  examiner  of  the  Commission 
theretofore  duly  appointed,  and  the  respondents  appeared  and  waived 
their  right  to  introduce  evidence. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  duly  considered  the  record  and  being  now  fully 
advised  in  the  premises,  makes  this  its  findings  as  to  the  facts  and 
conclusions : 

nXDINOS  AS  TO  THE  FACTS. 

Paragraph  1.  That  L.  I.  Wolper  and  H,  B.  Wolper  are  copartners, 
trading  under  the  name  and  style  of  Errant-Knight  Co.,  Lewis  Gro- 
cery Co.,  and  Ira  Lester  Co.,  with  their  principal  office  and  place  of 
business  in  the  city  of  Chicago,  State  of  Illinois;  that  respondents 
are  now  and  since  February  1, 1919,  have  been  engaged  in  the  business 
of  selling  grocery  products  in  ^^combination''  or  assortment  lots 
throughout  the  States  and  Territories  of  the  United  States  and  the 
District  of  Columbia ;  that  such  grocery  products  are  transported  by 
respondents  through  parcel  post,  express,  and  other  means  to  cus- 
tomers located  in  the  various  States  and  Territories  of  the  United 
States  and  District  of  Columbia  in  direct  competition  with  other 
persons,  firms,  copartnerships,  and  corporations. 

74636*^22 1 
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Pab.  2.  That  respondents  in  oondacting  tlimr  binncsB,  solicit  the 
general  public,  cnstomers  and  prospectiTe  customers,  by  means  of 
representations  contained  in  catalogues  and  other  advertising  matter, 
of  which  the  Commission's  exhibits  1  to  8,  indusiTe,  are  copies  here- 
tofore duly  receired  in  evidence  in  this  proceeding  and  are  jnftd®  i^ 
part  hereof,  and  which  respondents  caused  to  be  published  and  cir- 
culated through  the  States  and  Territories  of  the  United  States  and 
the  District  of  Columbia. 

Pak.  3.  That  during  the  first  four  months  of  the  conduct  of  re- 
spondents' said  business,  respondents  received,  as  a  result  of  such 
representations  contained  in  said  catalogues  and  other  advertising 
matter,  orders  for  combinations  or  assortments  of  grocery  products 
amounting  to  approximately  $10,000  per  month ;  and  that  the  various 
items  comprising  such  orders  were  sold  at  specified  respective  prices 
for  the  various  combinations  or  assortments  as  a  whole;  and  that 
respondents  refuse  to  sell  separately  the  items  of  grocery  products 
comprising  such  combinations  or  assortments  so  advertised  and 
offered  for  sale. 

Pak.  4.  That  the  prices  published  in  said  exhibits  5, 6,  and  7  ^  under 
the  headings  ^  Estimated  Betail  Price"  were  at  all  times  herein  men- 
tioned higher  than  prices  ordinarily  asked  by  retail  dealers  for 
similar  articles  of  equal  or  better  quality. 

Par.  5.  That  the  figures,  ostensible  prices,  published  in  said  ex- 
hibits 5,  6,  and  7,  under  the  heading  ^  Our  Wholesale  Price,"  have 
no  relation  whatever  to  the  articles  opposite  to  which  they  appear  as 
prices,  but  are  arbitrary  figures  selected  and  arranged  so  as  to  equal 
the  price  specified  for  each  combination  or  assortment  as  a  whole, 
which  is  the  only  price  respondents  intended  to  receive,  and  did 
receive,  for  the  grocery  products  comprising  each  such  assortment 
so  advertised  and  sold ;  that  such  figures,  ostensible  prices,  in  so  far 
as  they  are  published  and  placed  opposite  to,  or  in  connection  with, 
the  items  sugar  and  flour  in  said  exhibits  1  to  8^  are  less  than  the 
wholesale  prices,  or  any  prices,  at  which  respondents  during  any  time 
mentioned  herein  could  buy  sugar  or  flour,  while  figures,  ostensible 
prices,  placed  opposite  some  other  items  named  in  such  combinations 
or  assortments  are  far  in  excess  of  actual  prices  which  would  afford 
respondents  a  reasonable  profit  on  the  sale  of  such  items;  that  the 
only  way  in  which  respondents  sell  any  of  the  articles  so  advertised 
is  in  combination  with  all  other  articles  composing  any  given  assort- 
ment or  combination ;  and  that  the  only  figures  published  in  any  of 
said  exhibits  which  represent  actual  or  bona  fide  prices  are  the  figures 
representing  totals,  and  no  others. 

>N»t  vrlBtcd. 
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Pab.  6.  That  the  column  of  figures,  ostensible  prices,  as  they 
appear  in  said  exhibits  under  the  often  repeated  heading,  "Our 
Wholesale  Price,''  is  constructed  in  such  a  manner  that  if  respondents 
actuiillj  sold  such  items  at  the  figures,  ostensible  prices,  appearing 
opposite  thereto,  respondents  would  be  selling  sugar  and  flour  and 
other  staples,  the  prices  of  which  are  well  known  to  the  public  gen- 
erally, at  prices  far  below  the  wholesale  cost  of  such  staples,  while 
the  figures,  ostensible  prices,  placed  opposite  such  items,  the  prices 
of  which  are  not  well  known  to  the  public  generally^  are  far  in 
excess  of  the  wholesale  prices  which  respondents  pay  for  such  items, 
so  that  if  respondents  actually  sold  said  items  at  the  said  figures, 
ostensible  prices,  appearing  opposite  each  of  said  items,  they  would 
make  up  on  the  less  known  articles  the  loss  which  would  be  sus- 
tained on  staples,  the  prices  of  which  are  well  known  to  the  public 
generally. 

Par.  7.  That  such  figures,  ostensible  prices,  as  appear  under  said 
heading,  "  Our  Wholesale  Price,"  do  not  show  the  true  price  which 
customers  and  prospective  customers  pay  for  the  individual  items 
composing  such  combination ;  that  if  respondents  eliminated  entirely 
all  such  figures,  ostensible  prices,  or  substituted  any  other  set  of 
figures  therefor,  whose  sum  equals  such  total  price,  irrespective 
of  how  such  figures  would  be  arranged  with  reference  to  such  items, 
customers  and  prospective  customers  would  pay  no  more  or  no  less 
for  such  flour,  or  sugar,  or  any  other  item,  or  all  of  the  items  named 
in  such  combination  or  assortment  than  such  customers  now  pay 
re^ndents. 

Pak.  8.  That  each  such  specified  price  received  for  said  combina- 
tion, or  assortment,  as  a  whole,  is  sufficient  to  yield  respondents  a 
satisfactory  profit. 

Pail  9.  That  respondents  do  not  possess  any  advantages  in  buying 
grocery  products  which  enable  them  to  sell  such  products  at  prices 
lower  than  other  dealers. 

Par.  10.  That  part  of  respondents'  plan  of  selling  such  combina- 
tions or  assortments  of  grocery  products  is : 

(a)  To  word  and  arrange  their  advertisements  so  as  to  induce 
prospective  customers  to  obtain  respondents'  ^^free"  catalogue  by 
sending  respondents  $1,  in  return  for  which  respondents  offer  to  and 
do  mail  an  assortment  of  grocery  products  advertised  as  ^^  G^t  Ac« 
qoainted  Order  C22  "  and  consisting  of  ^  1  pound  pure  baking  pow- 
der, \  pound  pepper,  \  pound  cinnamon,  \  pound  breakfast  cocoa, 
catalogue  FREE"; 
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(b)  To  create  the  impression  in  the  minds  of  prospective  cus- 
tomers thai  such  catalogue  contains  ^ bargains^'  in  staple  grocery 
products  ""  not  available  elsewhere  "  by  displaying  in  said  advertise- 
ments headlines  announcing  ^  sugar  3  cents  a  pound  ^  and  ^  flour  $7 
a  barrel,'^  followed  by  the  further  announcement  that — 

In  our  catalogue  yon  wUI  find  bargains  not  obtainable  elsewhere,  induding 
sugar  at  3  oei^  a  pound,  $3  P^i"  1^^  pounds;  flour  |7  per  barrel;  and  many 
others.  Our  catalogue  la  sent  />nly  to  people  who  a^id  ua  a  trial  order.  No 
item  in  this  advertisement  is  sold  separately.  You  must  buy  the  ^itire  order 
complete. 

(c)  To  insert  one  "  order  "  in  such  advertisements,  which  "  order  " 
includes  neither  sugar  nor  flour,  but  the  advertisement  is  arranged 
so  as  to  feature,  and  frequently  repeat,  the  words  "  sugar '^  and 
^  flour,''  so  as  to  induce  prospective  customers  to  expect  that  they 
will  be  permitted  to  purchase  sugar  at  3  cents  per  pound  and  flour  at 
$7  per  barrel  from  respondents,  provided  they  first  purchase  re- 
spondents' "  Get  Acquainted  Order  No.  C  22,"  and  i^eceive  therewith 
such  catalogue,  as  announced  in  said  advertisements,  of  which  said 
Exhibit  No.  1  is  a  copy. 

Par.  11.  That  respondents  sell  neither  sugar  at  3  cents  a  pound 
nor  flour  at  $7  a  barrel  nor  do  they  sell  either  of  these  staples  or 
any  other  product  named  as  an  item  in  such  combinations,  or  assort- 
ments, at  any  price  which  respondents  specify  in  said  exhibits ;  that 
•the  price  received  for  any  given  combination  as  a  whole  is  approxi- 
mately the  same,  or  greater,  than  the  sum  of  the  prices  at  which  the 
items  composing  such  combination,  or  assortment,  ordinarily  sell  for 
at  retail  as  separate  items;  that  the  price  which  respondents  actually 
receive  for  any  such  item  equals  the  cost  of  each  item  plus  a  portion 
of  the  gross  profit  on  the  combination  or  assortment,  as  a  whole ;  that 
customers  and  prospective  customers  have  no  knowledge  of  respond- 
ents' costs  and  profits,  and  the  actual  price  paid  by  such  customers 
for  any  item  named  in  said  combinations,  or  assortments,  is  further 
hidden  by  the  figures,  ostensible  prices,  published  under  the  said 
heading  "  Our  Wholesale  Price." 

CONCLUSIONS. 

That  the  methods  set  forth  in  the  foregoing  findings  of  fact,  under 
the  circumstances  therein  set  forth,  are  unfair  methods  of  competition 
in  violation  of  the  provisions  of  section  5  of  the  act  of  Congress  ap- 
proved September  26,  1914,  entitled  ^^An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes." 


•"• 
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ORDER  TO  CBAfiE  AKI>  DSBI8T. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sioh  upon  the  complaint  of  the  Commission,  the  answer  of  the  re- 
spondents, and  the  testimony  and  evidence,  and  the  Commission 
having  made  its  findings  as  to  the  facts  with  its  conclusions,  that  the 
respondents  have  violated  the  provisions  of  an  act  of  Congress  ap- 
proved September  26,  1914,  entitled  "An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes,'' 

It  is  now  ordered^  That  the  respondents,  L.  I.  Wolper  and  H.  B. 
Wolper,  copartners  trading  under  the  name  and  style  of  Errant- 
Knight  Co.,  Lewis  Grocery  Co!,  and  Ira  Lester  Co.,  their  agents,  rep- 
resentatives, servants,  and  employees  do  cease  and  desist  both  di- 
rectly and  indirectly: 

From  circulating  or  causing  to  be  circulated  advertisements  offer- 
ing for  sale  commodities  in  combination  or  assortment  lots,  wherein 
figures,  or  ostensible  prices,  appear  opposite  to,  or  otherwise  in  con- 
nection with,  the  individual  items  of  such  combinations  or  assort- 
ments, when  such  figures,  or  ostensible  prices,  have  no  true  relation 
to  such  items,  but  appear  in  such  amounts  as  when  added  will  equal 
the  price  at  which  such  combinations  or  assortments  are. sold  as  a 
whole; 

From  constructing  or  arranging  said  ostensible  prices  in  such  man- 
ner that  if  the  individual  items  were  actually  sold  at  the  figures  or 
ostensible  prices  appearing  opposite  to  or  otherwise  in  connection 
therewith,  conmiodities  the  prices  of  which  are  Well  known  to  the 
public  generally  would  be  sold  below  cost  thereof,  while  commodities 
the  prices  of  which  are  not  well  known  to  the  public  generally  would 
be  sold  sufficiently  above  the  cost  thereof  to  make  up  on  the  less- 
known  articles  the  loss  which  would  be  sustained  on  commodities 
the  prices  of  which  are  well  known  to  the  public  generally ; 

From  misrepresenting  the  true  price  at  which  commodities  are 
actually  sold  by  advertising  figures  purporting  to  be  prices,  which 
for  one  or  more  items  forming  a  part  of  such  combination  or  assort- 
ment equal  the  cost  of  such  items  plus  a  gross  profit  on  the  entire 
combination  plus  a  minus  difference  between  cost  and  an  apparently 
lower  price  for  staples  or  other  remaining  items,  or  item,  when  such 
staples  or  remaining  items,  or  item,  forming  part  of  such  scheme  or 
device  are  not  separately  sold  at  the  figures  purporting  to  be  prices 
BO  advertised ; 
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From  placing  opposite  to,  or  in  connection  with  such  indiyidual 
items,  figures,  misrepresenting  prices  at  which  said  items  could  bo 
purchased  for  from  competitors;  and, 

From  circulating  any  statements  or  representations  having  a 
tendency  or  capacity  to  falsely  discredit  competitors  or  their  methods 
of  doijig  business  or  which  mislead  customers,  prospective  customers, 
or  the  public  generally  as  to  the  actual  .prices  of  conunodities  so 
offered  for  sale  or  as  to  the  true  character  of  the  transaction  ad- 
vertised. 

It  is  further  ordered^  That  the  respondents,  L.  I.  Wolper  and 
H.  B.  Wolper,  shall,  within  sixty  days  after  the  service  upon  them  of 
a  copy  of  this  order,  file  with  the  Commission  a  report  in  writing 
setting  forth  in  detail  the  manner  and  form  in  which  they  have  com- 
plied with  the  order  to  cease  and  desist  hereinbefore  set  forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

EDWARD  PERLMAN  AND  SAMUEL  GERBER,  TRADING 
UNDER  THE  NAME  AND  STYLE  OF  LIBERTY  WHOLE- 
SALE GROCERS. 

OOMFLAIKT  IK  THE  ICATTER  OF  THE  AULEQED  VIOLATIOK  OF  SECTION  5  OF 
AK  ACT  OF  CONQRE88  AFFHOVED  SEFTEMBEB  20,  1914. 

Docket  5e».— Norember  1,  1920. 

STIUkSUS. 

Where  a  firm  oigaged  In  tbe  sale  of  groowlee  by  mail,  exdoelTely  in  combina- 
tioD  orders  which  were  of  comparatively  small  siM,  and  so  priced  that  each 
order  yielded  a  satisfactory  profit,  and  equaled  or  exceeded  the  sum  of  such 
prices  as  retailers  would  usually  obtain  for  the  different  items  composing 
the  yarious  assortm^its, 

(a)  Falsely  advertlaed  that  it  was  regularly  engaged  in  the  sale  of  groceries  at 
wholesale  and  that  purchasers  from  it  saved  from  90  per  cent  to  50  per  coit 
<m  their  purdiases; 

(b)  Listed  certain  staple  products  such  as  sugar  and  fiour,  at  prices  below  their 
wholesale  cost,  and  other  items  at  prices  greater  than  current  retail  prices, 
without  letting  purchasers  know  that  sugar  and  flour  were  priced  on  a 
different  basis  from  the  other  commodities^  thereby  deceiving  them  as  to 
prices  of  all : 

Held^  That  such  false  and  mislwidtng  advertising;  under  the  circumstances  set 
forth,  constituted  unfair  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  haying  reason  to  helieye  from  a 
prelimiiiary  inyesfcigation  made  hy  it,  that  Edward  Perhnan  and 
Samuel  Gerber,  copartners,  trading  under  the  name  and  style  of  Lib- 
erty Wholesale  Grocers,  hereinafter  referred  to  as  respondents,  haye 
been  and  are  using  unfair  methods  of  competition  in  interstate  com- 
merce in  yiolation  of  the  proyisions  of  section  5  of  an  act  of  Con- 
gress, approyed  September  26, 1914,  entitled  ^An  act  to  create  a  Fed- 
eral Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes,"  and  it  appearing  that  a  proceeding  by  it  in  respect  thereof 
would  be  to  the  interest  of  the  public,  issues  this  complaint,  stating 
its  charges  in  that  respect  on  information  and  belief  as  follows : 

Paxagraph  1.  That  the  respondents  are  now,  and  since  August, 
1919,  haye  been  operating  a  business  in  the  city  of  Chicago,  in  the 
State  of  Illinois ;  that  the  business  so  conducted  consists  and  has  con- 
sisted of  the  manufacture  and  sale  in  commerce  among  the  several 


104  FEDBBAL  TBADB  OOMHISSIOK  DBOISIOKS. 

Oomplalnt  3  F.  T.  C. 

States  and  Territories  of  the  United  States,  and  the  District  of  Co- 
lumbia, of  sugar,  flour,  cereals,  canned  goods,  spices,  and  other  grocery 
products  in  combination  lots  or  assortments  at  stated  prices  for  the 
several  items  contained  in  each  of  said  assortments,  but  respondent  re- 
fuses to  sell  any  of  the  single  items  in  said  assortments  separately  at 
the  prices  quoted,  but  in  all  cases  customers  are  required  to  purchase 
all  of  the  items  in  one  of  the  several  assortments  had. 

Par.  2.  That  said  respondents  in  the  course  of  their  said  business 
make  use  of  catalogues  and  other  advertising  matter  which  is  given 
general  circulation  throughout  the  States  and  Territories  of  the 
United  States  and  in  the  District  of  Columbia,  which  said  catalogues 
and  advertisements  contain  certain  false  and  misleading  statements 
and  representations  concerning  respondents'  said  business  and  alleged 
benefits  which  the  public  might  derive  from  trading  with  respond- 
ents; that  among  such  false  and  misleading  statements  and  repre- 
sentations are  statements  and  representations  to  the  effect  that  re- 
spondents are  regularly  engaged  in  the  business  of  merchandizing 
groceries  at  wholesale;  and  that  purchasers  from  respondents  save 
from  30  to  50  per  cent  on  goods  purchased  from  them;  when  in  truth 
and  in  fact  respondents  are  in  no  sense  engaged  in  the  business  of 
merchandizing  groceries  at  wholesale,  but  sell  goods  direct  to  con- 
simiing  purchasers  in  comparatively  small  combination  lots,  and  the 
prices  paid  by  respondents  for  the  goods  so  sold  in  combination  lots 
or  assortments  as  a  whole  are  substantially  the  same  or  greater  than 
the  prices  which  retail  grocers  generally  obtain  for  like  assortments 
as  a  whole. 

Par.  3.  That  in  making  up  the  several  combination  lots  or  assort- 
ments of  grocery  products  which  are  advertised  and  sold  by  re- 
spondents, they  list  certain  staple  products  at  prices  below  the  cur- 
rent wholesale  price  for  such  products,  as  in  the  case  of  sugar,  which 
is  advertised  by  respondents  at  3  cents  per  pound,  whereas  sugar  ia  a 
staple  on  the  market,  and  price  concessions  for  large-quantity  pur- 
chases, or  for  any  other  reason,  are  unobtainable,  and  the  wholesale 
price  for  same  since  August,  1919,  has  not  been  less  than  approxi- 
mately 9^  cents  per  pound;  and  flour,  another  staple,  is  advertised 
by  respondents  at  $7.50  per  barrel,  whereas  the  wholesale  price  for 
same  since  August,  1919,  has  not  been  below  approximately  $12.75  per 
barrel,  but  when  these  items  are  included  in  the  combination  lots 
offered  by  respondents,  other  items  in  said  combinations  are  listed  at 
prices  greater  than  the  current  retail  prices  for  same,  as  in  the  case  of 
baking  powder,  bluing,  apple  jelly,  etc.,  so  that  the  sale  of  the  com- 
bination or  assortment  as  a  whole  yields  to  respondent  a  satisfactory 
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profit,  without  letting  the  purchasers  know  that  sugar  and  flour  were 
being  sold  on  any  other  basis  than  tiiat  of  the  other  commodities. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress,  approved  Sep- 
tember 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondents,  Edward  Perlman  and  Samuel 
Gerber,  charging  them  with  the  use  of  unfair  methods  of  competi- 
tion in  commerce  in  violation  of  the  provisions  of  said  act. 

The  respondents  having  filed  their  answer,  wherein  they  admit 
that  the  matters  and  things  alleged  in  said  complaint  are  true  in 
the  manner  and  form  alleged,  and  wherein  respondents  stipulate 
and  agree  that  the  Commission  shall  take  said  answer  as  the  evidence 
in  this  case  and  in  lieu  of  testimony,  and  shall  forthwith  and  there- 
upon make  and  enter  its  report,  stating  its  findings  as  to  the  facts 
and  its  conclusions,  and  its  order  to  cease  and  desist  from  the  methods 
of  competition  complained  of,  disposing  of  this  proceeding  without 
the  introduction  of  testimony  or  presentation  of  argument,  and  the 
Conmiission  having  duly  considered  the  record  and  being  fully  ad- 
vised in  the  premises,  makes  this  its  findings  as  to  the  facts  and 
conclusions : 

FINDINGS  AS  TO  THE  FAOTS. 

Pabaqraph  1.  That  the  respondents  are  now,  and  since  August, 
1919,  have  been,  operating  a  business  in  the  city  of  Chicago,  in  the 
State  of  Illinois;  that  the  business  so  conducted  consists  and  has 
consisted  of  the  manufacture  And  sale  in  commerce  among  the  several 
States  and  Territories  of  the  United  States  and  the  District  of  Co* 
lumbia  of  sugar,  flour,  cereals,  canned  goods,  spices,  and  other 
grocery  products  in  combination  lots  or  assortments  at  stated  prices 
for  the  several  items  contained  in  each  of  said  assortments,  but 
respondents  refuse  to  sell  any  of  the  single  items  in  said  assortments 
separately  at  the  prices  quoted,  but  in  all  cases  customers  are  required 
to  purchase  all  of  the  items  in  one  of  the  several  assortments  had. 

Pab.  2.  That  said  respondents,  in  the  course  of  their  said  business, 
make  use  of  catalogues  and  other  advertising  matter  which  is  given 
general  circulation  throughout  the  States  and  Territories  of  the 
United  States  and  in  the  District  of  Columbia,  which  said  catalogues 
and  advertisements  contain  certain  false  and  misleading  statements 
and  representations  concerning  respondents'  said  business  and  alleged 
benefits  which  the  public  might  dmve  from  trading  with  respondents; 
that  among  such  false  and  misleading  statements  and  representations 
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are  statements  and  representations  to  the  effect  that  respondents  are 
regolarlj  engaged  in  the  businesB  of  merchandizing  groceries  at 
wholesale ;  and  that  pnrdiasers  from  respondents  save  fr(»n  30  to  60 
per  cent  on  goods  purdtased  from  them ;  when  in  trath  and  in  fact 
respondents  are  in  no  sense  engaged  in  the  business  of  merchandizing 
groceries  at  wholesale  but  sell  goods  direct  to  consuming  purchasers 
in  comparatively  small  c(»nbination  lots,  and  the  prices  paid  to  re- 
^>ondents  for  the  goods  so  sold  in  combination  lots  or  assortments 
as  a  whole  are  substantially  the  same  or  greater  than  the  prices  whidi 
retail  grocers  generally  obtain  for  like  assortments  as  a  whole. 

Pab.  3.  That  in  making  up  the  several  combination  lots  or  assort- 
ments of  grocery  products  which  are  advertised  and  sold  by  respond- 
ents, they  list  certain  staple  products  at  prices  bdow  the  current 
wholesale  price  for  such  products,  as  in  the  case  of  sugar,  which  is 
advertised  by  respondents  at  8  cents  per  pound,  whereas  sugar  is  a 
staple  on  the  market  and  price  ccmcessions  for  large  quantity  pur- 
chases, or  for  any  other  reason,  are  unobtainable,  and  the  wholesale 
price  for  same  since  August,  1919,  has  not  been  less  than  approxi- 
mately 9}  cents  per  pound ;  and  flour,  another  staple,  is  advertised  by 
respondents  at  $7.50  per  barrel,  whereas  the  wholesale  price  for  same 
since  August,  1919,  has  not  been  below  approximately  $12.76  per 
barrel,  but  when  these  items  are  included  in  the  combination  lots 
offered  by  respondents,  other  items  in  said  combinations  are  listed 
at  prices  greater  than  the  current  retail  prices  for  same,  as  in  the 
case  of  baking  powder,  bluing,  apple  jelly,  etc.,  so  that  the  sale  of 
the  combination  or  assortment  as  a  whole  yields  to  resp<mdent  a  satis- 
factory profit,  without  letting  the  purchasers  know  that  sugar  and 
fliRir  were  being  sold  on  any  other  basis  than  that  of  the  other  com- 
modities. 

CONGLUSIOlfS. 


The  practices  of  said  respondents,  under  the  conditions  and  cii^ 
cumstances  described  in  the  foregoing  findings  as  to  the  facts,  are 
unfair  methods  of  ccunpetition  in  interstate  commerce,  and  constitute 
a  violation  of  the  act  of  Congress,  approved  September  26, 1914,  en- 
titled, ** An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes.'' 

ORDER  TO  GRaSR  AND  DESIST. 

The  proceeding  having  beoi  heard  by  the  Federal  Trade  Commis- 
sion, upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondents  admitting  that  the  matters  and  things  alleged  in  said 
complaint  are  true  in  the  manner  and  form  alleged,  and  agreeing 
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that  the  Commission  shall  take  said  answer  as  eyidenoe  in  this  ease 
in  lieu  of  testimony,  and  dispose  of  this  proceeding  without  the 
introduction  of  testimony  or  the  presentation  of  argument ;  and  the 
Commission  having  made  and  filed  its  findings  as  to  the  facts  and 
its  conclusions  that  respondents  have  violated  the  provisions  of  the 
act  of  Congress  approved  September  26,  1914,  entitled,  ^^An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes," 

It  is  ordered^  That  the  respondents,  Edward  Perlman  and  Samuel 
Gerber,  their  agents,  representatives,  servants,  and  employees,  do 
cease  and  desist  both  directly  and  indirectly : 

From  circulating  or  causing  to  be  circulated  advertisements  offer* 
.  ing  for  sale  commodities  in  combination  or  assortment  lots,  wherein 
figures,  or  ostensible  prices,  appear  opposite  to,  or  otherwise  in  con- 
nection with,  the  individual  items  of  such  combinations  or  assort- 
ments, when  such  figures,  or  ostensible  prices,  have  no  true  relation 
to  such  items,  but  appear  in  such  amounts  as  when  added  will  equal 
the  price  at  which  such  combinations,  or  assortments,  are  sold  as  a 
whole; 

From  constructing  or  arranging  said  ostensible  prices  in  such 
manner  that  if  the  individual  items  were  actually  sold  at  the  figures, 
or  ostensible  prices,  appearing  opposite  to,  or  otherwise  in  connec- 
tion therewith,  conmiodities  the  prices  of  which  are  well  known  to 
the  public  generally  would  be  sold  below  cost  thereof,  while  com- 
modities the  prices  of  which  are  not  well  known  to  the  public  gen- 
erally would  be  sold  sufficiently  above  the  cost  thereof  to  make  up 
on  the  less  known  articles  the  loss  which  would  be  sustained  on  com- 
modities the  prices  of  which  are  well  known  to  the  public  generally ; 

From  misrepresenting  the  true  price  at  which  conmiodities  are 
actually  sold,  by  advertising  figures  purporting  to  be  prices,  which 
for  one  or  more  items  forming  a  part  of  such  combination  or  assort- 
ment equal  the  cost  of  such  items,  plus  a  gross  profit  on  the  entire 
combination,  plus  a  minus  difference  between  cost  and  an  apparently 
lower  price  for  staples,-or  other  remaining  items,  or  item,  when  such 
staples  or  remaining  items,  or  item,  forming  part  of  such  combina- 
tion, or  assortment,  are  not  separately  sold  at  the  figures  purporting 
to  be  prices  so  advertised; 

From  placing  opposite  to,  or  in  connection  with  such  individual 
items,  figures,  misrepresenting  prices  at  which  said  items  could  be 
purchased  from  competitors;  and 

From  circulating  any  statement  or  representations  having  a  tend- 
ency or  capacity  to  falsely  discredit  competitors  or  their  methods  of 
doing  business  or  which  deceive  or  mislead  customers,  prospective 
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customers,  or  the  pnblic  generally  as  to  the  actual  prices  of  com- 
modities SO  offered  for  sale,  or  as  to  the  true  character  of  the  trans- 
actions advertised. 

It  is  further  ordered^  That  respondents,  Edward  Perlman  and 
Samuel  Oerber,  shall  within  60  days  after  the  service  upon  them  of  a 
copy  of  this  order,  file  with  the  Commission  a  report  in  writing  set- 
ting forth  in  detail  the  manner  and  form  in  which  they  have  com- 
plied with  the  order  to  cease  and  desist  hereinbefore  set  forth. 
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FEDERAL  TRADE  COMMISSION 

WHOLESALE  GROCERS  ASSOCIATION  OF  EL  PASO, 

TEX.,  ET  AL. 

OOMFLAINT  IK  THE  KATTEH  OF  THE  ALLEGED  VIOLATIOK  OT  SECTION  6  OF 
AN  ACT  OF  CONGRESS  APFROYED  SEFTEKBER  26,  1014. 

Docket  501— November  9, 1920. 

Syllabus. 

Where  certain  brokers,  induced  by  the  coercion,  intimidation  and  threats  of 
Iwycott  of  certain  jobbers,  who  had  secretly  agreed  that  a  competitor  which 
dealt  in  groceries  at  retail  as  jvell  as  wholesale,  and  which  had  been  pur- 
chasing supplies  from  manufacturers  at  regular  jobbers*  prices,  was  not  en- 
titled and  should  not  be  permitted  to  continue  purchasing  from  such  and 
other  necessary  wholesale  sources  of  supply,  agreed  and  conspired  among 
themselyes  and  with  said  jobbers,  and  did 

(a)  Refuse  to  sell  to  it  upon  the  usual  jobbing  terms  and  prices; 

(b)  Recommend,  justify,  and  urge  the  same  course  upon  their  principals; 

(c)  Compel  it  to  purchase  from  and  through  said  competing  jobbers  at  prices 

exceeding  regular  jobbers*  prices; 

All  with  the  intent  and  effect  of  suppressing  and  preventing  its  competition  as 
a  jobber  and  causing  it  to  lose  a  large  volume  of  business : 

Beld,  That  such  acts  end  practices  of  said  jobbers  and  brokers,  substantially  as 
described,  and  each  and  all  of  them,  constituted  unfair  methods  of  compe- 
tition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  the  Wholesale  Grocerj' 
Association  of  El  Paso,  Tex.,  F.  S.  Ainsa  Co.  (Inc.),  M.  Ainsa  & 
Sons  (Inc.),  American  Grocery  Co.  (Inc.),  Bray  &  Co.  (Inc.), 
the  James  A.  Dick  Co.,  the  H.  Lesinsky  Co.,  Trueba-Zozaya-Segger- 
man  (Inc.),  Western  Grocery  Co.  (Inc.),  Dan  T.  White,  and  John 
H.  Grant,  doing  business  under  the  name  of  White-Grant  Co.,  J.  W. 
Lorentzen,  doing  business  under  the  name  of  J.  W.  Lorentzen  &  Co., 
W.  H.  Constable  Co.  (Inc.),  H.  W.  Taylor  and  H.  C.  Smith,  doing 
business  under  the  name  of  Taylor  &  Smith,  John  H.  McMahon, 
doing  business  under  the  name  of  John  McMahon  &  Co.,  W.  T.  Bush 
and  the  George  H.  Griggs  Co.  (Inc.),  hereinafter  referred  to  as  the 
respondents,  have  been  and  are  violating  the  provisions  of  section 
5  of  an  act  of  Congress  approved  September  26,  1914,  entitled  "An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
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duties  and  for  other  purposes,"  and  it  appearing  that  a  proceeding 
by  it  in  respect  thereof  would  be  to  the  interest  of  the  public,  issues 
this  complaint,  stating  its  charges  in  that  respect  on  information  and 
belief  as  follows : 

Pabaobaph  1.  That  the  Standard  Grocery  Co.  is  a  corporation 
haring  its  principal  place  of  business  at  EI  Paso,  in  the  State  of 
Texas,  and  also  having  a  place  of  business  at  Deming  in  the  State 
of  New  Mexico ;  and  is  engaged  in  the  business  of  buying  and  selling 
in  wholesale  quantities,  and  in  the  usual  course  of  wholesale  trade, 
groceries  and  food  products  such  as  are  bought  and  sold  generally 
by  persons,  firms  and  corporations  engaged  in  the  business  generally 
Imown  as  that  of  a  wholesale  grocer;  that  in  the  course  of  its  said 
business  the  Standard  Grocery  Co.  purchases  commodities  dealt  in 
by  it  in  the  various  States  and  Territories  of  the  United  States,  and 
transports  the  same  through  other  States  and  Territories,  to  the  city 
of  El  Paso,  in  the  State  of  Texas,  where  such  commodities  are  resold 
and  there  is  continuously  and  has  been  at  all  times  herein  mentioned, 
a  donstant  current  of  trade  and  conmierce  in  conmiodities  so  pur- 
chased by  the  said  Standard  Grocery  Co.,  between  and  among  the 
various  States  and  Territories  of  the  United  States.  That  the  said 
Standard  Grocery  Co.  is  in  active  competition  with  the  respondents 
named  in  paragraph  3  hereof. 

Par.  2.  That  the  respondent,  Wholesale  Grocers'  Association  of  El 
Paso,  Tex.,  is  an  unincorporated,  voluntary  association  organized  by 
the  respondents  enumerated  in  paragraph  3  hereof  and  of  which  all 
of  the  respondents  enumerated  in  paragraph  3,  are  members. 

Par.  3.  That  the  respondents,  F.  S.  Ainsa  Co.  (Inc.),  M.  Ainsa  & 
Sons  (Inc.),  American  Grocery  Co.,  Bray  &  Co.  (Inc.),  the  James  A. 
Dick  Co,  the  H.  Lesinsky  Co.,  Trueba-Zozaya-Seggerman  (Inc.), 
and  the  Western  Grocery  Co.  (Inc),  are  all  corporations  organized 
and  existing  under  the  laws  of  the  State  of  Texas,  having  their  prin- 
cipal offices  and  places  of  business  at  El  Paso,  in  said  State,  and  are 
engaged  in  the  business  known  generally  as  that  of  wholesale  grocers ; 
that  said  respondents,  with  purpose,  intent,  and  effect  of  stifling  and 
suppressing  competition  in  the  sale  of  grocery  products  at  wholesale, 
have  agreed,  combined,  and  conspired  together  and  with  the  rei^n- 
dents  named  in  paragraphs  two  and  four  hereof  and  with  others  to 
prevent  the  said  Standard  Grocery  Co.  from  obtaining  commodities 
dealt  in  by  it  from  manufacturers  and  manufacturers'  agents,  and 
other  usual  sources  from  which  a  wholesale  dealer  in  groceries  must 
obtain  the  commodities  dealt  in  by  him,  and  have  by  boycott  and 
threats  of  boycott,  in  many  instances,  induced  manufacturers  of 
grocery  products,  and  the  agents  of  such  manufacturers,  to  refuse  to 
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sell  their  products  to  the  said  Standard  Grocery  Co.  and  have  threat- 
ened to  withdraw  their  patronage  from  any  and  all  manufacturers 
and  manufacturers'  agents  who  sell  to  the  said  Standard  Grocery 
Co.  upon  the  same  terms  and  conditions  usually  accorded  to  buyers 
and  sellers  of  such  commodities  in  wholesale  quantity  in  said  dis< 
trict  or  who  sell  to  said  Standard  Grocery  Co.  at  the  prices  regularly 
charged  to  dealers  in  such  commodities  in  said  district  who  buy  and 
sell  in  wholesale  quantities;  that  all  of  the  above-named  respondents 
are  members  of  the  respondent  Wholesale  Grocers  Association  of  El 
Paso,  Tex. 

Pab.  4.  That  the  respondents,  Dan  T.  White  and  John  H.  Grant, 
doing  business  under  the  name  of  White-Grant  Co. ;  J.  W.  Liorentzen, 
doing  business  under  the  name  of  J.  W.  Liorentzen  &  Co. ;  W.  H.  Con- 
stable Co.  (Inc.) ;  H.  W.  Taylor  and  H.  C.  Smith,  doing  business 
under  the  name  of  Taylor  &  Smith ;  John  H.  McMahon,  doing  busi- 
ness under  the  name  of  John  McMahon  &  Co. ;  W.  T.  Bush ;  and  the 
George  H.  Briggs  Co.,  are  engaged  in  the  business  at  El  Paso,  Tex., 
of  selling  the  products  of  various  manufacturers  of  groceries  and 
food  products,  which  said  manufacturers  supply  the  wholesale  gro- 
cery trade  in  and  about  El  Paso,  Tex.,  and  adjacent  territory;  that 
the  said  respondents,  with  the  purpose,  intent,  and  effect  of  stifling  and 
suppressing  competition  in  the  sale  of  grocery  products  at  wholesale, 
have  agreed,  combined,  and  conspired  together  and  with  the  re- 
spondents named  in  paragraphs  two  and  three  hereof  and  with  others 
to  prevent  the  said  Standard  Grocery  Co.  from  obtaining  the  com- 
modities dealt  in  by  it  from  manufacturers  and  manufacturers'  agents, 
and  other  usual  sources  from  which  a  wholesale  dealer  in  groceries 
must  obtain  the  commodities  dealt  in  by  him  and  to  prevent  manufac- 
turers and  manufacturers'  agents  from  selling  to  said  Standard  Gro- 
cery Co.  upon  the  same  terms  and  conditions  usually  accorded  to 
bayers  and  sellers  of  such  commodities  in  wholesale  quantity  in  said 
district,  or  from  selling  to  said  Standard  Grocery  Co.  at  the  prices 
regularly  charged  to  dealers  in  such  commodities  in  said  district  who 
buy  and  sell  in  wholesale  quantities;  that  the  respondents  named  in 
this  paragraph  have  permitted  the  respondents  named  in  paragraph 
three  hereof  to  persuade,  induce,  and  compel  them  by  boycott  and 
threats  of  boycott  to  refuse  to  sell  the  products  manufactured  by  their 
respective  principals  to  the  said  Standard  Grocery  Co.,  and  to  refuse 
to  sell  to  said  Standard  Grocery  Co.  upon  the  same  terms  and  condi- 
tions usually  accorded  to  buyers  and  sellers  of  such  conmiodities  in 
wholesale  quantity  in  said  district ;  or  to  sell  to  said  Standard  Gro- 
cery Co.  at  the  prices  regularly  charged  to  dealers  in  such  commodi- 
ties in  said  district  who  buy  and  sell  in  wholesale  quantities. 
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Par.  6.  That  each  of  the  respondents  mentioned  herein  has  been 
for  a  period  of  two  years  last  past  and  is  now  wrongfully  and  unlaw- 
fully hampering  and  obstructing  and  attempting  to  hamper  and 
obstruct  the  said  Standard  Grocery  Co.,  by  inducing  and  compelling 
and  attempting  to  induce  and  compel  manufacturers  of  grocery  prod- 
ucts and  their  agents  to  refuse  to  sell  to  said  Standard  Grocery  Co., 
in  interstate  commerce,  upon  the  terms  and  conditions  and  at  the 
prices  usually  accorded  to  dealers  in  said  district  who  buy  and  sell 
in  wholesale  quantities,  and  have  attempted  to  compel  said  Standard 
Grocery  Co.  to  pay  for  the  commodities  purchased  by  it  prices  higher 
than  those  charged  to  other  dealers  in  said  district  who  buy  and  sell 
in  wholesale  quantities. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondents.  Wholesale  Grocers  Association  of 
El  Paso,  Tex.;  the  F.  S.  Ainsa  Co.  (Inc.) ;  M.  Ainsa  &  Sons  (Inc.) ; 
American  Grocery  Co.  (Inc.) ;  Bray  &  Co.  (Inc.)  ;  the  James  A.  Dick 
Co.;  the  H.  Lesinsky  Co.;  Trueba-Zozaya-Seggerman  (Inc.) ;  West- 
em  Grocery  Co.  (Inc.) ;  Dan  T.  White  and  John  H.  Grant,  doing 
business  under  the  name  of  White-Grant  Co, ;  J.  W.  Lorentzen,  doing 
business  under  the  name  of  J.  W.  Lorentzen  &  Co. ;  W.  H.  Constable 
Co.  (Inc.) ;  H.  W.  Taylor  and  H.  C.  Smith,  doing  business  under 
the  name  of  Taylor  &  Smith ;  John  H.  McMahon,  doing  business  un- 
der the  name  of  John  McMahon  &  Co. ;  W.  T.  Bush ;  and  Sims,  Robert 
&  Co.  (Inc.),  successors  to  the  George  H.  Griggs  Co.,  charging  them 
with  the  use  of  unfair  methods  of  competition  in  commerce  in  viola- 
tion of  the  provisions  of  the  said  act. 

The  respondents  having  entered  their  appearances  by  their  respec- 
tive attorneys,  and  filed  their  answers  herein,  hearings  were  had 
and  evidence  was  thereupon  introduced  in  support  of  the  allegations 
of  the  said  complaint  and  on  behalf  of  some  of  the  respondents 
before  an  examiner  of  the  Federal  Trade  Commission,  theretofore 
duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  heard  argument  of  counsel  and  duly  considered 
the  record  and  being  now  fully  advised  in  the  premises,  makes  this  its 
findings  as  to  the  facts  and  conclusions : 
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FINDINGS  AS  TO  THE  FACTS, 

Paragraph  1.  That  each  of  the  respondents,  the  F.  S.  Amsa  Co., 
(Inc.),  M.  Ainsa  &  Sons  (Inc.),  American  Grocery  Co.  (Inc.), 
Bray  &  Co.  (Inc.),  James  A.  Dick  Co.,  the  Lesinsky  Co.,  Tnieba- 
Zozaya-Seggerman  (Inc.),  and  Western  Grocery  Co.  (Inc.),  is  a 
corporation  organized  and  existing  under  the  laws  of  the  State  of 
Texas  with  its  principal  office  in  the  city  of  El  Paso,  Tex.,  and  is  en- 
gaged in  the  business  of  buying  and  selling  in  and  among  the  several 
States  of  the  United  States,  in  wholesale  quantities,  groceries  and 
kindred  products.  These  respondents  are  hereinafter  called  "Re- 
spondent jobbers." 

Pah.  2.  Each  of  the  respondents,  Daniel  T.  White  and  John  H. 
Grant,  doing  business  under  the  name  of  White-Grant  Co.;  J.  W. 
liorentzen,  doing  business  under  the  name  of  J.  W.  Lorentzen  &  Co. ; 
H.  W.  Taylor  and  H.  C.  Smith,  doing  business  under  the  name  of 
Taylor  &  Smith;  John  H.  McMahon,  doing  business  under  the  name 
of  John  H.  McMahon  &  Co. ;  and  W.  T,  Bush  is  a  resident  of  the 
city  of  El  Paso,  Tex.,  and  the  respondent,  W.  H.  Constable  Co. 
(Inc.)  is  a  corporation  organized  under  the  laws  of  Texas,  with  its 
principal  office  in  said  city  of  El  Paso,  and  all  of  the  respondents  in 
this  paragraph  named  were  and  are  engaged  in  the  brokerage  busi- 
ness of  selling  the  products  of  divers  manufacturers  of  groceries  and 
food  products,  manufactured  in  various  States  of  the  United  States, 
which  said  manufacturers  sell  and  ship  to  the  wholesale  grocery 
trade  in  El  Paso,  Tex.,  and  adjacent  territory. 

Pah.  3.  Pursuant  to  an  amendment  of  the  corporate  charter  of  the 
respondent  the  George  H.  Griggs  Co.,  Sims,  Robert  &  Co.  (Inc.) 
is  its  legal  successor,  and  is  a  corporation  organized  and  existing 
under  the  laws  of  the  State  of  New  Mexico,  with  its  principal  office 
in  the  city  of  Albuquerque,  in  said  State,  and  at  the  time  of  the 
occurrences  herein  set  forth  maintained  a  branch  office  in  the  city 
of  El  Paso,  where  it  was  engaged  in  the  brokerage  business  of  sell- 
ing the  products  of  various  manufacturers  of  groceries  and  kindred 
products  manufactured  in  divers  States  of  the  United  States,  which 
said  manufacturers  sell  and  ship  to  the  wholesale  grocery  trade  in 
El  Paso,  Tex.,  and  adjacent  territory.  This  respondent  and  the 
respondents  named  in  paragraph  2  hereof  are  hereinafter  called 
**Bespondent  brokers.^ 

Pab,  4.  The  Standard  Grocery  Co.  is  a  corporation  that  was  or- 
ganized in  January,  1916,  under  the  laws  of  the  State  of  Texas,  with 
a  fully  paid  capital  stock  of  $60,000,  with  its  principal  office  in  the 
city  of  El  Paso,  and  from  said  date  to  October  31, 1919,  was  engaged 
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in  the  business  of  buying  and  selling  in  and  among  the  States  of 
Texas,  New  Mexico,  and  Arizona,  and  the  Republic  of  Mexico,  in 
wholesale  quantities,  groceries  and  kindred  food  products,  and  was 
a  competitor  of  the  F.  S.  Ainsa  Co.  (Inc.),  Bray  &  Co.  (Inc.),  the 
James  A.  Dick  Co.,  the  H.  Lesinsky  Co.,  Tnieba-Zozaya-Segger- 
man  (Inc.),  and  Western  Grocery  Co.  (Inc.),  in  the  business  of 
buying  and  selling  in  wholesale  quantities,  in  the  usual  course  of 
wholesale  trade,  groceries  and  food  products.    Said  Standard  Gro- 
cery Co.  also  owned  and  operated  during  said  period  and  now  owns 
and  conducts  six  retail  grocery  stores  in  El  Paso,  Tex.,  and  in  a 
separate  department  of  the  largest  of  these  stores,  commonly  known 
as  Ko.  1,  conducted  its  wholesale  grocery  business  with  storage  or 
warehouse  facilities  therefor  in  the  basement  thereof  and  in  the 
basements  beneath  several  other  stores,  and  in  store  No.  1  carried  a 
stock  of  goods  in  original  packages  valued  at  $60,000.    After  filing 
its  corporate  charter  with  the  Secretary  of  State  for  New  Mexico 
and  applying  for  a  permit  to  do  business  in  that  State,  thereafter 
duly  issued,  and  on  or  about  September  4,  1917,  said  corporation 
opened  a  branch  house  at  Deming,  N.  Mex.   It  at  once  there  engaged 
exclusively  in  the  business  of  buying  and  selling  throughout  the  sev- 
eral States  of  the  United  States  in  wholesale  quantities  groceries, 
produce,  and  other  food  products,  and  so  continued  imtil  on  or  about 
January  13,  1919.    At  or  about  the  time  the  Standard  Grocery  Co. 
opened  its  Deming  branch  the  respondents,  American  Grocery  Co., 
James  A.  Dick  Co.,  and  Bray  &  Co.,  also  opened  branch  houses  at 
Deming,  N.  Mex.   In  the  conduct  of  its  business  at  Deming,  N.  Mex., 
said  Standard  Grocery  Co.  and  all  respondent  jobbers  and  other 
concerns  similarly  engaged  were  competitors. 

Pab.  5.  A  large  number  of  manufacturers  other  than  those  repre- 
sented by  the  respondent  brokers  sold,  and  untU  October  31,  1919, 
continued  to  sell,  directly  to  the  Standard  Grocery  Co.,  the  goods 
and  commodities  manufactured  by  them,  respectively,  at  the  prices 
regularly  charged  to  the  competitors  of  said  company  and  others 
engaged  in  similar  business. 

Pab.  5a.  On  or  about  October  31, 1919,  the  Tri-State  Grocery  Co. 
was  incorporated  under  the  laws  of  Texas  by  the  majority  stock- 
holders of  the  Standard  Grocery  Co.,  and  thereupon  the  latter  com- 
pany sold  and  transferred  to  the  former  company  its  wholesale  gro- 
cery business,  and  thereafter  the  Standard  Grocery  Co.  owned  and 
operated  and  now  owns  and  operates  the  several  retail  stores  at  El 
Paso,  Tex.,  and  Deming,  N.  Mex.,  hereinabove  described.  The  cre- 
ation of  said  Tri-State  Grocery  Co.  and  the  sale  to  it  by  the  Stand- 
ard Grocery  Co.  of  the  latter's  wholesale  grocery  basiness  was 
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brought  about  by  the  refusal  of  manufacturers  to  sell  directly  to 
the  Standard  Grocery  Co.  as  a  result  of  the  actions  of  the  respondent 
jobbers  and  brokers  hereafter  described. 

Pab.  6.  About  the  month  of  September,  1917,  the  several  respond- 
ents named  in  paragraph  1  of  these  findings,  associated  themselves 
together  in  the  city  of  El  Paso  at  the  request  of  the  local  representa- 
tive of  the  United  States  Food  Administration,  for  the  purpose  of 
the  discussion  and  faithful  compliance  with  the  rules  and  regula- 
tions promulgated  by  said  Food  Administration  during  the  war  of 
1917,  and  having  to  do  with  conservation,  profiteering,  and  other 
things  concerning  which  rules  and  regulations  were  from  time  to 
time  promulgated  by  said  Food  Administration,  the  War  Trade 
Board,  the  price-interpreting  committees,  and  other  governmental 
agencies.  Said  respondents  at  their  first  meeting  designated  this 
voluntary  and  unincorporated  association  as  the  Wholesale  Grocers' 
Association  of  £1  Paso,  Tex.,  and  elected  a  president,  secretary,  and 
treasurer  thereof.  Its  officers  were,  respectively,  C.  S.  Nasits,  of 
said  American  Grocery  Co.;  Leonard  M.  Hanson,  of  James  A. 
Dick  &  Co. ;  and  E.  M.  Hurd,  of  the  H,  Lesinsky  Co.  Said  associsr 
tion  did  not  have  a  written  constitution  or  by-laws.  The  meetings 
of  said  association  were  attended  more  or  less  regularly  by  the 
respondents  named  in  paragraph  1  hereof,  and  among  the  discus- 
sicHis  carried  on  at  such  meetings  was  the  subject  of  sales  by  various 
manufacturers  of  the  United  States  directly  to  wholesale  and  retail 
grocers  in  and  about  El  Paso,  Tex.,  and  particularly  such  sales  to 
said  Standard  Grocery  Co.  To  such  sales  in  general,  and  to  sales 
to  the  Standard  Grocery  Co.  in  particular,  objections  condemning  the 
same  were  voiced  by  the  several  members*  Sales  by  the  Quaker 
Oats  Co.,  a  manufacturer  of  cereal  products  with  a  national  reputa- 
tion, to  the  Standard  Grocery  Co.  were  likewise  discussed  and  con- 
demned. Formal  minutes  or  records  of  the  proceedings  and  actions 
of  said  association  were  not  kept  and  the  meetings  were  held  in- 
formally and  from  time  to  time  in  the  offices  of  the  different  associa- 
tion members.  At  divers  meetings  of  said  association  held  since  its 
organization,  and  particularly  during  the  period  subsequent  to  the 
month  of  February,  1918,  the  members  thereof,  viz. :  The  F.  S.  Ainsa 
Co.  (Inc.),  M.  Ainsa  &  Sons  (Inc.),  American  Grocery  Co.  (Inc.), 
Bray  &  Co.  (Inc.),  The  James  A.  Dick  Co.,  The  H.  Lesinsky  Co., 
Trueba-Zozaya-Seggerman  (Inc.),  and  Western  Grocery  Co.  (Inc.), 
secretly  agreed  among  themselves  that  by  virtue  of  the  method  of 
conducting  its  business  the  Standard  Grocery  Co.  was  not  and  is 
not  entitled  to  purchase  its  supplies  of  groceries  and  kindred  prod- 
ucts from  manufacturers  and  manufacturers^  agents  and  other  sources 
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from  which  a  dealer  in  groceries,  in  wholesale  quantities,  must  obtain 
commodities  dealt  in  by  him,  and  said  members  secretly  agreed  that 
they  should  and  would  take  such  action  as  would  prevent  said 
Standard  Grocery  Co.  from  purchasing  the  commodities  dealt  in 
by  it  directly  from  the  manufacturers  thereof,  and  particularly 
agreed  in  secret  amongst  themselves: 

(a)  To  represent  to  various  manufacturers  and  their  agents  that 
the  Standard  Grocery  Co.  was  not  entitled  to  purchase  directly  from 
such  manufacturers  commodities  dealt  in  by  it; 

(b)  To  induce,  coerce,  and  compel  by  means  of  boycott  and  threats 
of  boycott  of  manufacturers  of  groceries  and  other  food  products, 
and  their  agents,  to  refuse  to  deal  with  or  sell  to  the  Standard  Grocery 
Co.  upon  the  terms  and  at  the  prices  offered  and  charged  to  com- 
petitors of  said  Standard  Grocery  Co.,  including  the  respondent 
jobbers  and  others  similarly  engaged,  or  at  all,  and  to  compel  the 
Standard  Grocery  Co.  to  purchase  its  supplies  from  and  through  the 
respondent  jobbers. 

Par.  7.  Since  the  organization  of  said  Wholesale  Grocers'  Asso- 
ciation of  El  Paso,  Tex.,  and  particularly  since  February,  1918,  in 
order  to  accomplish  and  effectuate  the  purpose  and  object  of  their 
said  agreement,  all  of  the  members  thereof,  to  wit,  the  respondents, 
the  F.  S.  Ainsa  Co.  (Inc.),  M.  Ainsa  &  Sons  (Inc.),  American 
Grocery  Co.  (Inc.),  Bray  &  Co.  (Inc.),  the  James  A.  Dick  Co.,  the 
H.  Lesinsky  Co.,  Trueba-Zozaya-Seggerman  (Inc.),  and  Western 
Grocery  Co.  (IncX,  have: 

(a)  Represented  to  the  respondent  brokers  that  the  Standard 
Grocery  Co.  was  not  entitled  and  should  not  be  permitted  to  pur- 
chase its  supplies  directly  from  manufacturers  upon  terms  and  at 
the  prices  offered  and  charged  to  the  respondent  jobbers; 

(h)  Questioned  the  salesillen  and  agents  of  various  manufacturers  as 
to  whether  such  agents  were  selling  the  products  handled  by  them 
respectively  to  the  Standard  Grocery  Co.,  and  informed  such  agents 
that  if  they,  or  either  of  them,  or  their  pincipals,  sold  or  shipped 
any  commodities  directly  to  the  Standard  Grocery  Co.,  one  by  one, 
the  jobbers  forming  said  Wholesale  Grocers'  Association  of  El  Paso, 
Tex.,  would  discontinue  handling  the  products  of  the  manufacturers 
so  selling  or  shipping  it;  and  all  such  salesmen  or  agents  have  in 
turn  conununicated  such  interrogatories  and  information  to  their 
respective  principals,  and  urged  and  recommended  that  further  sales 
and  shipments  to  said  Standard  Grocery  Co.  should  not  be  made 
directly  but  should  be  solicited  through  some  of  the  respondent 
jobbers. 
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(c)  Since  July,  1916,  the  respondent  jobbers,  the  F.  A.  Ainsa  Co. 
(Inc.),  M.  Ainsa  &  Sons  (Inc.),  American  Grocery  Ca  (Inc.),  Bray 
&  Co.  (Inc.),  the  James  A.  Dick  Co.,  the  H.  Lesinsky  Co.,  ^nd  the 
Western  Grocery  Co.  (Inc.),  have  discontinued  handling  some  or  all 
of  the  various  products  of  a  certain  manufacturer  of  national  repu- 
tation when  learning  from  its  broker,  White-Grant  Co.,  one  of  the 
resi>ondents  herein,  that  that  manufacturer  declined  to  discontinue 
making  sales  and  shipments  directly  to  the  *Standard  Grocery  Co. 

Fajb.  8.  The  secret  understanding  and  agreement  of  the  respond- 
ent jobbers  set  forth  in  paragraph  7  hereof,  was  made  with  the  pur- 
pose and  intent  and  had  the  effect  of  suppressing  and  preventing  com- 
petition in  commerce  between  the  Standard  Grocery  Co.  and  said 
respondent  jobbers  and  others  simUarly  engaged. 

Fab.  9.  In  or  about  the  month  of  February,  1918,  t^e  respondent 
brokers  were  induced  by  the  coercion,  intimidation,  and  threats  of 
boycott  of  their  principals'  products  on  the  part  of  the  several  re- 
spondent jobbers,  to  agree  and  conspire,  and  they  did  agree  and  con- 
spire, among  themselves  and  with  the  respondent  jobbers — 

(a)  To  refuse  to  sell  or  solicit  the  sale  to  the  Standard  Grocery 
Co.,  the  products  manufactured  by  their  respective  principals  upon 
the  terms  and  at  the  prices  offered  and  charged  to  its  competitors, 
inoluding  the  respondent  jobbers,  and  others  engaged  in  similar 
business ; 

(b)  To  recommend  to  their  respective  principals  that  they  should 
not  sell  their  commodities  directly  to  the  Standard  Grocery  Co.  upon 
the  terms  and  at  the  prices  offered  and  charged  to  its  competitors, 
including  the  respondent  jobbers,  and  others  similarly  engaged;  and 

{c)  To  compel  the  Standard  Grocery  Co.  to  purchase  its  supplies 
from  and  through  some  of  the  respondent  jobbers,  its  competitors,  at 
prices  higher  than  those  charged  to  such  competitors  and  others  simi- 
larly engaged. 

Pab.  10.  Since  the  month  of  February,  1918,  in  order  to  accom- 
plish and  effectuate  the  purpose  and  object  of  their  said  agreement, 
said  respondent  brokers  have — 

(a)  Bepreaented  to  their  respective  principals  that  the  Standard 
Grocery  Co.  was  not  entitled  and  should  not  be  permitted  to 
ptirchase  its  manufactured  products  directly  and  upon  terms  and  at 
prices  offered  and  charged  to  the  competitors  of  the  Standard 
Grocery  Co.,  including  the  respondent  jobbers; 

(b)  Represented  to  their  respective  principals  that  if  the  Stand- 
ard Grocery  Co.  was  permitted  to  purchase  its  supplies  directly 
fnaa  manufacturers,  upon  terms  and  at  prices  offered  and  charged 
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to  competitors  of  the  Standard  Grocery  Co.,  inclttdlng  ttie  respond* 
ent  jobbers,  said  respondent  jobbers  would  discontinue  handling 
their  products ; 

(c)  .Made  representations  to  a  certain  manufacturer,  principal. of 
one  of  the  respondent  brokers,  that  said  respondent  jobbers  were  not 
placing  as  large  orders  for  its  products  as  theretofore  because  of  sales 
made  by  that  manufacturer  directly  to  the  Standard  Grocery  Co. 

(d)  Since  the  month  of  February,  1918,  at  the  instigation  of- re- 
spondent jobbers,  refused  to  sell  to  the  Standard  Grocery  Co.  at  the 
prices  charged  to  its  competitors ;  have  refused  to  accept  orders  from 
said  company  unless  such  orders  were  billed  to  said  company  through 
one  of  the  respondent  jobbers,  its  competitors,  at  prices  higher  than 
those  charged  to  such  competitors  and  others  engaged  in  similar  busi- 
ness ;  and  have  at  divers  times  recommended  to  their  respective  princi- 
pals that  the  Standard  Grocery  Co.  should  not  be  permitted  to  pur- 
chase directly  from  said  principals  upon  the  terms  and  at  the  prices 
offered  and' charged  to  its  competitors,  including  respondent  jobbers, 
and  others  engaged  in  similar  business. 

(e)  Some  of  the  respondent  brokers  have  since  the  month  of  Feb- 
ruary, 1918,  insisted  that  the  Standard  Grocery  Co.  should  purchase 
the  commodities  dealt  in  by  them  respectively  through  the  respond- 
ent jobbers,  who  are  competitors  of  the  Standard  Grocery  Co.,  and 
who  rendered  no  service  in  connection  with  the  distribution  or  han- 
dling of  the  commodities  so  sold  to  the  Standard  Grocery  Co.,  but 
merely  rendered  to  the  Standard  Grocery  Co.  bills  for  such  conmiodi- 
ties  at  prices  higher  than  those  charged  to  such  respondent  jobbers 
and  others  engaged  in  similar  business. 

(/)  During  the  period  of  July,  1918,  to  April,  1919,  the  respond- 
ents Daniel  T.  White  and  John  H.  Grant,  doing  business  imder  the 
name  of  White-Grant  Co.,  sent  divers  letters  to  their  principals,  the 
Quaker  Oats  Co.,  in  which,  among  other  things,  it  was  stated  that; 

We  advised  you  that  Jobbers  at  El  Paso  had  taken  up  this  matter  [sales  to 
Standard  Grocery  Go.].  *  *  *  At  the  present  time  we  are  unable  to  book 
our  jobbers  up  for  further  business,  and  we  don't  know  how  long  this  condition 
wUl  last,  but  for  the  present  we  know  that  the  Jobbers  here  are  not  going  to 
take  the  same  interest  in  Qualcer  Oats  that  th^ihave  in  the  past  *  *  *  If 
we  could  assure  the  Jobbing  trade  here  of  distribution  of  goods  throu^  them, 
we  feel  that  we  could  get  practically  aU  of  them  to  get  in  line  with  us,  but 
with  selling  the  Standard  people,  the  question  is  whether  we  get  any  support 
from  the  Jobbers  other  than  that  which  they  necessarily  have  to  give. 

Dick  Co.,  as  you  know,  canceled  th^r  order  on  account  of  your  soling  the 
Standard  Grocery  Co.,  and  we  are  having  the  dickens  of  a  time  with  the  other 
two  here ;  likewise  it  is  impossible  Just  at  this  time  to  get  others  to  come  in  line. 

We  must  say  to  you  with  coitaplete  knowledge  that  if  the  Standard  Grocery 
Ck).  business  had  not  come  up,  we  would  have  shown  an  increase  of  GO  to  75 
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per  cent  Bray  &  Ck>.  would  have  had  at  least  4  op  5  cars  booked  with  ns,  and 
we  would  have  had  practically  every  Jobber  in  El  Paso  with  us. 

The  Jobbers  here  are,  we  might  say,  ^tirely  out  of  your  good9-*-that  is  to 
say.  Bray  probably  has  10  or  15  cases  of  Quaker  Oats  (nothing  else)  and 
Leslnsky  probably  a  couple  hundred  cases  of  Quaker  Oats  and  nothing  else,  and 
we  are  at  a  deadlock  with  the  Jobbers,  as  they  do  not  want  to  place  orders  u];K)n 
Quaker  Oats  under  present  existing  conditions. 

BI  Paso,  unfortunately,  is  not  a  large  enough  market  to  work  the  game  like  it 
is  at  present  We  have  talked  the  matter  over  very  fully  with  the  two  parties 
most  interested  in  Quaker  Oats,  namely,  Lesinsky  and  Bray,  and  there  is  no 
qoestion  but  what  they  want  to  place  orders  on  the  line,  but  we  can  not  get  them 
to  come  through  at  this  time  as  they  are  waiting  for  a  final  decision  from  you. 
Liesinsky  or  Bray  would  be  willing  to  handle  Standard  Qrocery  business  on  a 
▼ei7  close  margin. 

The  two  Jobbers  above  mentioned  have  been  holding  off  buying  some  other 
lines  of  goods,  hoping  that  an  adjustment  would  be  made  so  that  they  could 
come  back  in  the  Quaker  Oats  fold,  and  if  we  do  not  get  the  matter  straightened 
out  before  long  the  outlook  for  the  Quaker  line  is  not  very  good  here. 

(ff)  In  the  month  of  November,  1918,  representatives  of  the  re- 
spondent brokers  W.  H.  Constable  Co.  (Inc.)  and  White-Grant  Co. 
proceeded  from  El  Paso,  Tex.,  to  San  Francisco,  Calif.,  and  there  inter- 
viewed officers  of  the  California  Packing  Corporation  regarding  sales 
through  its  £1  Paso  representatives,  John  H.  McMahon  &  Co.,  one  of 
the  respondent  brokers,  to  the  Standard  Grocery  Co.,  and  sought  the 
discontinuance  of  such  sales. 

(A)  Thereafter  and  on  or  about  December  12,  1918,  said  White- 
Grant  Co.  sent  a  letter  to  its  principal,  the  Quaker  Oats  Co.,  in 
which,  among  other  things,  it  said : 

We  would  Uke  for  you  to  make  a  comparison  of  your  records  on  El  Paso 
business  for  the  last  four  months  of  1917  and  1918,  which  we  believe  wUl  get 
you  some  evidence  that  will  be  convincing.  We  are  absolutely  getting  no  sup- 
port from  the  Jobbers  here  and  they  have  agreed  among  themselves  to  withhold 
any  support  as  long  as  present  conditions  continue. 

Wttfa  the  ^minatlon  of  this  disturbing  elem^t  we  can  get  the  full  coopera- 
tlofi,  we  beUeve^  of  practically  every  Jobber  in  Bl  Paso,  which  would  mean  we 
should  seU  from  15  to  20  cars  of  goods  per  year,  probably  more. 

The  California  Packing  Corporation  has  been  selling  these  people  for  the  past 
two  years,  but  did  not  understand  the  condition  here  and  they  have  ad- 
vised na  that  the  Standard  Qrocery  Co.  will  be  advised  between  now  and  Janu- 
ary 1  that  they  can  not  buy  direct  from  them.  This  is  only  one  of  the  concerns 
that  are  withdrawing  direct  business  with  the  Standard  Grocery  Co. 

Ton  wrote  us  some  time  ago  rtiative  to  com  flakes.  At  present  it  is  abeo- 
latdj  impossible  for  us  to  interest  anyone  here  on  this  item,  but  if  we  can 
assure  our  friends  and  Jobbers  here  of  your  cooperation  we  can  do  some  corn- 
flake business,  probably  more  than  you  have  done  with  the  Standard  Qrocery 
Ck>. 

(i)  The  respondent,  W.  H.  Constable  (Inc.),  through  its  manager, 
sent  a  telegram  to  the  United  States  Food  Administrator  at  San 
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Francisco  on  April  9, 1919,  in  response  to  an  inquiry  concerning  ui 
order  for  sugar  given  by  the  Standard  Grocery  Co.  to  an  Albu- 
querque (N.  Mex.)  brokerage  house,  in  which,  among  other  things, 
it  said: 

My  firm  would  not  think  of  seUing  the  Standard  Grocery  Oa  direct,  and 
although  they  are  large  distributors  we  do  not  consider  it  advisable  for  yon  to 
8^  theuL 

{j)  The  respondent,  Sims,  Robert  &  Co.  (Ins.),  legal  successor  to 
the  George  H.  Griggs  Co.,  sent  the  following  tel^ram  on  May  6, 
1918,  to  its  principal,  the  Southern  Cotton  Oil  Trading  Co. : 

Have  thoroughly  covered  situation  to-day  with  jobbers.  Have  about  1,200 
cases  old  style  Snowdrift  To  move  It,  is  imperative  that  Standard  Grocer 
here  and  at  Deming  be  cut  off  Immediately.  Jobbers  demand  this  action  for 
their  suiV)ort  Bitter  fight  being  waged  on  manufacturers  now  selUng  Standard 
who  surely  are  not  entitled  to  buy  direct  They  wiU  hardly  get  Grustene.  Dick 
&  Oo.  rather  controls  thla  «  *  *  Wire  quick  authority  cut  off  Standard  so 
we  can  advise  jobbers  it  has  been  done.    «    •    « 

Pab.  11.  The  agreement  and  conspiracy  of  the  respondent  brokers 
hereinabove  set  forth  was  made  with  the  purpose  and  intent  and  had 
the  effect  of — 

(a)  Suppressing  and  preventing  competition  in  commerce  between 
the  Standard  Grocery  Co.  and  the  respondent  jobbers  and  others 
engaged  in  similar  business; 

(b)  Causing  numerous  manufacturers  of  products  dealt  in  by 
the  Standard  Grocery  Co.  who  sold  and  shipped  directly  to  said 
company,  as  hereinabove  set  forth,  to  refuse  to  sell  said  company 
on  the  terms  and  at  the  prices  theretofore  extended  to  it,  or  at  all ; 

(e)  Compelling  Standard  Grocery  Co.  on  numerous  occasions  sub- 
sequent to  the  month  of  February,  1918,  to  purchase  from  its  com- 
petitors, the  respondent  jobbers,  large  quantities  of  the  products 
dealt  in  by  it  in  the  course  of  its  business  and  to  pay  therefor  hi^er 
prices  than  those  regularly  diarged  by  manufacturers  to  its  said 
competitors; 

{d)  Causing  Standard  Grocery  Co.  to  lose  to  its  competitors,  the 
respondent  jobbers,  a  large  volume  of  business  with  a  resulting 
financial  loss  to  it 

PijL  12.  The  decisions  and  actions  of  the  respondent  brokers  with 
respect  to  the  Standard  Grocery  Co.  and  their  refusal  to  sell  said 
company  at  the  prices  regularly  charged  to  its  competitors  have  been 
influenced  by  the  loss  of  patronage  or  the  fear  of  loss  of  patronage, 
and  because- of  the  influence,  coercion,  and  constraint  of  said  respond- 
ent jobbers. 


WHOLBSALB  GBOCEBS  ASSOCIATIOK   (OF  £L  PASO)   ET  AU      121 
100  Order. 

COKCOLiUSIOKS. 

The  acts,  agreements,  understandings,  policies,  and  practices  of 
the  respondent  jobbers  and  the  respondent  brokers,  and  each  and 
all  of  them,  are  unfair  methods  of  competition  in  interstate  commerce 
and  constitute  a  violation  of  the  act  of  Congress  approved  September 
26, 1914,  entitled'  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes." 

OBOEB  TO  OBASIB  AND  DSSIST. 

This  proceeding  having  heea  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Conunission,  the  answers  of  the 
respective  respondents,  the  testimony  and  evidence,  and  the  argument 
of  counsel,  and  the  Commission  having  made  its  findings  as  to  the 
facts  with  its  conclusions  that  the  respondents  have  violated  the  pro- 
visions of  the  act  of  Congress,  approved  September  26, 1914,  entitled, 
''An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes," 

Pajkaqrafh  1.  It  iSy  therefore^  now  ordered^  That  the  respondent^, 
F.  S.  Ainsa.Co.  (Inc.) ;  M.  Ainsa  &  Sons  (Inc.) ;  American  Grocery 
Ca  (Inc.) ;  Bray  &  Co.  (Inc.) ;  The  James  A.  Dick  Co.;  the  H. 
Lesinsky  Co.;  Trueba-Zozaya-Seggerman  (Inc.);  Western  Grocery 
Ca  (Inc.) ;  Dan  T.  White  and  John  H.  Grant,  doing  business  under 
the  name  of  White-Grant  Co. ;  J.  W.  Lorentzen,  doing  business  under 
the  name  of  J.  W.  Lorentzoi  A  Co. ;  H.  W.  Taylor  and  H.  C.  Smith, 
doing  business  under  the  name  of  Taylor  &  Smithy  John  H.  Mc- 
Mahon,  doing  business  under  the  name  of  John  McMahon  &  Co.; 
W.  T.  Bui&;  W.  H.  Constable  Co.  (Inc.) ;  and  Sims,  Kobert  &  Co. 
(Inc.),  legal  successor  to  tiie  George  H.  Griggs  Co.,  and  each  of  them 
and  tiheir  officers  and  agents,  forever  cease  and  desist  from  directly 
or  indirectly — 

(a)  Combining  and  consiHring  among  themselves  to  induce,  coerce, 
and  compel  manufacturers,  or  manufacturers'  agents  to  refuse  to 
sell  to  the  'Standard  Grocery  Co^,  or  to  refuse  to  sell  to  said  Standard 
Grocery  Co.  upon  the  terms  and  at  the  prices  offered  at  and  charged 
to  competitors  of  said  company,  or  to  refuse  to  sell  to  others  engaged 
in  similar  busineaa; 

(b)  Canning  on  between  and  among  themselves  or  with  others 
communications  having  the  purpose,  tendency,  or  effect  of  inducing, 
coennng,  or  compelling  manufacturers  and  manufacturers*  agents  to 
refuse  to  deal  with  or  sell  to  the  Standard  Grocery  Co.  or  others 
^gaged  in  svonilar  business,  upon  terms  agreed  upon  between  such 
OMAufacturerSi  or  their  agents,  and  said  company,  and  others; 
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(c)  Combining  and  conspiring  among  themselyes,  or  with  others, 
or  using  any  scheme  or  device  whatsoever,  to  hinder,  obstruct,  and 
prevent  the  Standard  Grocery  Co.  or  others  engaged  in  similar  busi- 
ness, from  freely  purchasing  and  obtaining  in  interstate  commerce 
the  commodities  and  products  usually  handled  by  it  in  the  course 
of  its  business,  or  from  freely  competing  in  interstate  commerce  with 
the  respondents,  F.  S.  Ainsa  Co.  (Inc.),  M.  Ainsa  &  Sons  (Inc.)} 
Bray  &  Co.  (Inc.),  the  James  A.  Dick  Co.,  the  H.  Lesinsky  Co., 
American  Grocery  Co.  (Inc.),  Trueba-2k>zaya-Seggerman  (Inc.), 
and  Western  Grocery  Co.  (Inc.),  or  others  engaged  in  similar 
business; 

(d)  Hindering,  obstructing,  or  preventing  any  manufacturer  or 
manufacturer's  agent  from  selling  and  shipping  in  interstate  com- 
merce to  the  Standard  Grocery  Co.  or  others  engaged  in  similar 
business ; 

(e)  Combining  or  conspiring  together,  or  with  others,  or  using 
any  scheme  or  device  whatsoever,  to  hinder,  obstruct,  or  prevent 
manufacturers,  or  their  agents,  from  dealing  with  the  Standard 
Grocery  Co.  or  others  engaged  in  similar  business,  upoi\  any  terms 
agreed  upon  by  such  manufacturers,  or  their  agents,  and  said  com- 
pany and  others ; 

(/)  Combining  or  conspiring  among  themselves,  or  with  others, 
to  compel,  or  attempt  to  compel,  the  Standard  Grocery  Co.  or  others 
engaged  in  similar  business,  to  purchase  the  products  and  commod- 
ities required  for  its  business  from  or  through  any  competitor  of  said 
company,  or  others  similarly  engaged. 

Par.  2.  It  is  further  ordered.  That  the  respondents,  F.  S.  Ainsa 
Co.  (Inc.),  M.  Ainsa  &  Sons  (Inc.),  American  Grocery  Co.  (Inc.), 
Bray  &  Co.  (Inc.),  the  James  A.  Dick  Co.,  the  H.  Lesinsky  Co., 
Trueba-Zozaya-Seggerman  (Inc.),  and  Western  Grocery  Co.  (Inc.), 
and  their  officers  and  agents,  forever  cease  and  desist  from — 

(a)  Combining  and  conspiring  among  themselves,  or  with  others, 
to  boycott,  or  to  threaten  to  boycott^  or  to  threaten  with  loss  of  cus- 
tom or  patronage,  any  manufacturer  engaged  in  interstate  commerce, 
or  the  agent  or  representative  of  such  manufacturer,  for  selling  or 
agreeing  to  sell  to  the  Standard  Grocery  Co.,  or  others  ^igaged  in 
similar  business,  at  prices  regularly  charged  oompetitors  of  said  com- 
pany or  others  engaged  in  similar  business. 

Pab.  3.  It  is  further  ordered.  That  the  respondents,  Dan  T.  White 
and  John  H.  Grants  doing  business  under  the  name  of  White-Grant 
Co. ;  J.  W.  Lforentzen,  doing  business  under  the  name  of  J.  W.  Lor- 
entzen  &  Co. ;  H.  W.  Taylor  and  H.  C.  Smith,  doing  business  under 
the  name  of  Taylor  &  Smith ;  John  H.  McMahon,  doing  business  un- 
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der  the  name  of  John  McMahon  &  Co. ;  W.  T.  Bush ;  Sims,  Robert 
&  Co.  (Inc.),  l^^l  successor  to  the  George  H.  Griggs  Co.;  and 
W.  H.  Constable  Co.  (Inc.),  and  their  officers  and  agents,  forever 
cease  and  desist  from — 

(a)  Combining  and  conspiring  among  themselves  or  with  the 
other  respondents  herein,  or  with  others,  to  hinder,  obstruct,  or  pre- 
vent the  Standard  Grocery  Co.  or  others  engaged  in  similar  business, 
from  freely  purchasing  and  obtaining  in  interstate  commerce  the 
products  and  commodities  dealt  in  by  it  in  the  course  of  its  business, 
or  to  induce,  coerce,  or  compel  manufacturers,  producers,  or  dealers 
engaged  in  interstate  conunerce  to  refuse  to  sell  to  said  Standard 
Grocery  Ca  or  others  engaged  in  similar  business. 
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FEDERAL  TRADE  COMMISSION. 

V. 

THE  AEOLIAN  COMPANY. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  0  07 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26^  1914. 

Docket  268— Novembtf  28, 1020. 

Stixabus. 

Where  a  corporation  engaged  in  tbe  manufacture  and  sale  of  organs,  iilay« 
pianos,  music  rolls,  phonographs,  records,  and  other  accessories, 

(a)  Fixed  prices  at  which  its  products  should  be  resold,  making  written  agree- 
ments with  dealers  handling  its  phonographs  and  records,  and  furnishing 
dealers  handling  its  player  pianos  with  rules  goremlng  their  resale  at  prices 
fixed  by  It  from  time  to  time ; 

(h)  Made  it  a  condition  of  such  written  agreements  that  if  the  dealer  should 
handle  competing  commodities,  then  such  dealer  would  advertise  and  sell  its 
phonographs  and  any  parts  and  accessories  thereof,  and  records  "as  its 
best  and  unqualified  leader  *'  : 

A'olci,  That  such  practices,  under  the  circumstances  set  forth,  constituted  unfair 
methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe,  from  a 
preliminary  investigation  made  by  it^  that  The  Aeolian  Co.,  herein- 
after referred  to  as  respondent,  has  been,  and  is,  using  unfair  methods 
of  competition  in  interstate  commerce  in  violation  of  the  provisions  of 
section  5  of  an  act  of  Congress  approved  September  26, 1914,  entitled, 
^  An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes,^  and  it  appearing  that  a  proceed- 
ing by  it  in  respect  thereof  would  be  to  the  interest  of  the  public, 
issues  this  complaint  stating  its  charges  in  that  respect,  on  information 
and  belief,  as  follows : 

Pabagraph  1.  That  the  respondent.  The  Aeolian  Co.,  is  now,  and 
was  at  all  times  hereinafter  mentioned,  a  corporation  organis&ed, 
existing,  and  doing  business  under  and  by  virtue  of  the  laws  of  the 
State  of  New  York,  having  its  principal  office  and  place  of  business 
located  in  the  city  and  State  of  New  York  and  for  more  than  two 
years  last  past  engaged  in  the  business  of  ipanufacturing  and  selling 
pipe  organs  and  perforated  music  rolls,  musical  instruments  of  the 
phonograph  type,  known  as  '^  Aeolian- Vocalion,"  and  parts  and  acces- 
sories thereto  and  phonograph  records,  throughout  the  various  States 
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of  the  United  States,  the  Territories  thereof,  and  the  District  of 
Columbia,  in  direct  competition  with  other  persons,  firms,  copartner- 
ships, and  corporaticms  similarly  engaged. 

Par.  2.  That  in  the  course  of  its  said  business  the  respondent,  The 
Aeolian  Co.,  has  adopted  and  maintains  a  system  of  fixing  prices  at 

which  its  product  shall  be  resold  by  dealers,  with  the  effect  of  secur- 
ing the  trade  of  dealers,  and  of  enlisting  their  active  cooperation  in 
enlarging  the  sale  of  its  price-maintained  product,  to  the  prejudice 
of  competitors  who  do  not  fix  and  require  the  maintenance  of  resale 
prices  of  their  product,  and  with  the  effect  of  eliminating  compe- 
tition in  price  among  dealers  in  this  product,  and  thereby  depriving 
dealers  of  their  right  to  sell  such  product  at  such  prices  as  they  may 
deem  adequate  and  warranted  by  their  selling  efficiency;  and  that 
for  the  purpose  of  maintaining  said  standard  resale  price  and  of  in- 
ducing and  compelling  its  customers  to  maintain  and  keep  such 
standard  prices  respondent  has  for  more  than  two  years  last  past 
refused,  and  is  still  refusing,  to  sell  its  product  to  customers  or 
dealers  who  will  not  agree  to  maintain  such  specified  standard  resale 
prices  or  who  do  not  sell  such  product  at  the  specified  standard  sell- 
ing prices  so  fixed  and  determined  by  the  respondent  as  aforesaid. 

Pas.  3.  That  said  respondent  has  inaugurated  and  maintains  a 
system  of  requiring  dealers  who  purchase  from  respondent  for  resale 
musical  instruments  of  the  phonograph  type  and  parts  and  acces- 
sories thereto,  and  phonograph  records,  to  agree  that  if  such  dealers 
handle,  deal  in,  or  sell  any  other  type  or  make  of  phonograph  instru- 
ments, phonograph  records,  or  talking  machines,  or  parts  or  acces- 
sories thereto,  than  those  so  purchased  from  respondent,  then  such 
dealers  will  directly  and  indirectly  advertise,  market,  promote,  and 
sell  the  instruments,  parts,  and  accessories  so  purchased  from  re- 
spondent as  the  best  and  unqualified  leaders  of  any  and  all  goods  of 
the  phonograph  type. 

Pab.  4.  That  said  respondent  has  refused  to  sell  Aeolian  pipe- 
organ  music  rolls  manufactured  by  it  except  to  purchasers  of  pipe 
organs  manufactured  by  respondent,  and  has  prohibited  dealers  who 
sell  Aeolian  instruments,  parts,  and  accessories  from  selling  such 
rolls  to  any  one  other  than  the  purchaser  of  an  Aeolian  pipe  organ 
for  use  on  such  organ,  although  it  is  possible  and  practicable  to  use 
such  rolls  on  pipe  organs  other  than  those  manufactured  and  sold 
by  respondent. 
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EEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDEE. 

The  Federal  Trade  Commission  having  serred  its  complaint  herein 
wherein  it  alleged  that  it  had  reason  to  believe  that  the  above-named 
respondent,  The  Aeolian  Co.,  has  been  and  now  is  using  unfair 
methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  6  of  an  act  of  Congress  approved  September  26, 
1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to  de- 
fine its  powers  and  duties,  and  for  other  purposes,'^  and  that  a  pro- 
ceeding by  it  in  respect  of  such  alleged  violations  would  be  to  the 
interest  of  the  public,  and  fully  stating  its  charges  in  that  respect, 
and  the  respondent  having  entered  its  appearance  by  George  D. 
Beattys,  Esq.,  its  attorney,  and  having  duly  filed  its  answer  admit- 
ting certain  allegations  of  the  complaint  and  denying  certain  others, 
and  the  attorneys  for  both  parties  having  signed  and  filed  an  agreed 
statement  of  facts  wherein  and  whereby  it  was  stipulated  and  agreed 
that  said  statement  of  facts  should  be  taken  and  considered  by  the 
Commission  in  lieu  of  testimony,  and  with  the  same  force  and  effect 
as  if  testified  to  upon  a  hearing  regularly  had  in  this  proceeding, 
and  that  the  Commission  should  forthwith  proceed  upon  said  state- 
ment of  facts  to  make  and  enter  its  report  and  findings  as  to  the  facts, 
its  conclusions,  and  its  order  disposing  of  this  proceeding;  the  Com- 
mission having  duly  considered  the  record  and  being  fully  advised 
in  the  premises  now  makes  this  report  and  findings  as  to  the  facts 
and  its  conclusions,  as  follows: 

FINDINGS  AS  TO  THE  TACTS. 

Paragraph  1.  That  the  respondent.  The  Aeolian  Co.,  is  now  and 
was  at  all  the  times  hereinafter  mentioned,  a  corporation  organized, 
existing,  and  doing  business  under  and  by  virtue  of  the  laws  of  the 
State  of  Connecticut,  and  having  its  principal  ofiice  and  place  of 
business  located  in  the  city  and  Statue  of  New  York,  and  for  more  than 
three  years  last  past  has  been  and  still  is  engaged  in  the  business  of 
manufacturing,  selling,  and  shipping  player  pianos,  pipe  organs, 
and  perforated  music  rolls,  phonographs  known  as  "Aeolian- Voca- 
lions,"  parts  thereof  and  accessories  thereto,  and  phonograph  records 
throughout  the  various  States  and  Territories  of  the  United  States 
and  the  District  of  Columbia,  in  direct  competition  with  other  indi- 
viduals, firms,  and  corporations  similarly  engaged. 

Par.  2.  That  within  a  period  of  more  than  three  years  last  past 
respondent  made  a  practice  in  its  said  business  in  the  course  of  inter- 
state commerce,  as  aforesaid,  of  fixing  and  establishing  certain  speci- 
fied standard  prices  at  which  its  various  products  enumerated  above 
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should  be  resold  by  dealers  generally  throughout  the  United  States 
who  purchased  the  same  from  respondent. 

Pab.  3.  That  in  the  case  of  dealers  handling  respondent's  phono- 
graphs and  phonograph  records  a  regular  printed  form  of  agreement, 
designated  as  Aeolian- Vocalion  Dealer's  Agreement,  was  generally 
executed  by  and  between  respondent  and  each  of  the  dealers  desig- 
nated as  respondent's  agents  in  various  localities  throughout  the 
United  States.  For  a  number  of  years  these  agreements  were  in  force 
between  respondent  and  most  of  the  dealers  handling  phonographs 
and  phonograph  records  manufactured  and  sold  by  respondent. 

Pab.  4.  That  these  dealers'  agreements  contained  the  following  pro- 
visions relating  to  the  resale  prices  to  be  observed  by  such  dealers 
in  the  sale  of  phonographs,  parts,  and  accessories,  and  phonograph 
records  purchased  by  them  from  the  respondent: 

In  consideration  of  the  limited  number  of  and  restricted  class  of  said  first 
party's  [respondent's]  representatives  and  of  their  careful  selection  by  said 
first  party  with  a  view  of  securing  bigh-class  trade,  said  second  party  [dealer] 
sbaU  sail  said  AeoUan-Yocalion  instruments  and  all  parts  and  accessories  and 
Aeolian-YocaUon  records  at  retail  only,  and  for  the  prices  fixed  from  time  to 
time  by  said  first  party  and  set  forth  on  the  accompanying  schedule  of  prices 
and  on  such  scAedtdes  as  may  be  issued  from  time  to  time.  *  *  *  Said 
second  party  farther  expressly  agrees  that  he  wiU  not  in  any  event  during  the 
coBtinaance  of  this  agreement  seU  records  at  second-hand  or  reduced  prices 
or  at  any  prices  less  than  those  fixed  by  said  first  party  from  time  to  time. 

Pajb.  5.  That  from  time  to  time  respondent  furnished  to  all  of  the 
dealers  handling  said  phonographs  and  phonograph  records  retail 
price  lists,  in  accordance  with  which  the  said  dealers  agreed  to  and 
did  resell  said  goods  to  the  public,  and  said  resale  prices  were  almost 
QBiversally  observed  and  adhered  to  by  the  dealers  handling  said 
phonographs  and  records  throughout  the  United  States. 

Pajb.  6.  That  except  in  a  few  instances  written  contracts  were  not 
entered  into  between  respondent  and  dealers  handling  the  player 
pianos  manufactured  by  respondent,  but,  within  the  period  afore- 
said, respondent  made  a  practice  in  the  course  of  interstate  commerce 
of  supplying  such  dealers  with  a  set  of  rules  governing  the  resale 
of  such  player  pianos  and  including  provisions  for  the  adherence  by 
such  dealers  to  resale  prices  fixed  and  established  from  time  to  time 
by  respondent 

Pajb.  7.  That  in  all  of  said  dealers'  agreonents  above  mentioned 
it  was  provided  that  the  same  could  be  terminated  at  any  time  by 
either  party  by  giving  written  notice  to  the  other,  and  respondent 
avers  tixui  in  or  about  the  month  of  June,  1918,  all  of  its  then  out* 
standing  dealers'  agreements  were  terminated  and  canceled  by  it  and 
new  agreements  issued  and  substituted  therefor  from  which  said 
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proTisions  providing  for  the  maintenance  of  resale  prices  by  said 
dealers  respectively  were  eliminated,  and  that  no  written  agreements 
containing  the  same  or  similar  .provisions  have  since  been  entered 
into  by  respondent. 

Par.  8.  That  all  of  said  dealers'  agreements  heretofore  entered 
into  between  respondent  and  dealers  handling  its  phonographs  and 
phonograph  records  contained,  and  the  agreements  substituted  for 
those  previously  in  force,  as  well  as  new  agreements  entered  into 
since  June,  1918,  and  now  in  force,  still  contain  the  following  pro- 
visions : 

Said  second  party  [dealer]  agrees  that  if  it  handles,  deals  in,  or  sells  any 
other  type  or  make  of  phonograph  instruments,  phonograph  records,  or  talking 
machines  than  those  of  said  first  party's  [respondent]  make  hereinbefore  re- 
ferred to,  or  parts  and  accessories  of  the  same,  it  and  its  representatives  will, 
directly  and  indirectly  advertise,  market  promote,  and  sell  said  AeoUan- 
Vocation  instruments  of  said  first  party,  and  any  parts  and  accessories  thereot 
and  records,  as  its  best  and  unqualified  leader  of  any  and  aU  goods  of  tht 
phonograph  type. 

CONCLUSIONS. 

That  the  practices  set  forth  in  the  foregoing  findings  as  to  the 
facts  constitute,  under  the  circumstances  therein  set  forth,  unfair 
methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  an  act  of  Congress  approved  September  26,  1914,  en- 
titled '^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes.^' 

ORDER  TO  CEASE  AND  DESIST. 

The  Federal  Trade  Commission  having  served  its  complaint  herein, 
wherein  it  alleged  that  it  had  reason  to  believe  that  the  above-named 
respondent,  The  Aeolian  Co.,  has  been  and  now  is  using  unfair  meth- 
ods of  competition  in  interstate  commerce  in  violation  of  the  pro- 
visions of  section  5  of  an  act  of  Congress  approved  September  26, 
1914,  entitled  ^^An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,'^  and  that  a 
proceeding  by  it  in  respect  of  such  alleged  violations  would  be  to 
the  interest  of  the  public,  and  fully  stating  its  charges  in  that  respect, 
and  the  respondent  having  entered  its  appearance  by  George  B. 
Beattys,  Esq.,  its  attorney,  and  having  duly  filed  its  answer  admitting 
certain  allegations  of  the  complaint  and  denying  certain  others,  and 
the  attorneys  for  both  parties  having  signed  and  filed  an  agreed 
statement  of  facts  wherein  and  whereby  it  was  stipulated  and  agreed 
that  said  statement  of  facts  should  be  taken  and  considered  by  the 
Commission  in  lieu  of  testimony,  and  with  the  same  force  and  effect 
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as  if  testified  to  upon  a  hearing  regularly  had  in  this  proceeding, 
and  that  the  Commission  should  forthwith  proceed  upon  said  state- 
ment of  facts  to  make  and  enter  its  report  and  findings  as  to  the 
facts,  its  conclusions,  and  its  order  disposing  of  this  proceeding;  and 
the  Commission,  on  the  date  hereof,  having  made  and  filed  its  report 
containing  these  findings  as  to  the  facts  and  its  conclusions  that  the 
respondent  has  violated  section  6  of  an  act  of  Congress  approved 
September  26, 1914,  entitled  "An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes," 
which  said  report  is  hereby  referred  to  and  made  a  part  hereof: 
Now,  therefore, 

It  is  ordered^  That  the  respondent.  The  Aeolian  Co.,  its  officers, 
directors,  and  agents  cease  and  desist  from : 

(1)  Eequiring  purchasers  of  respondent's  player  pianos,  phono- 
graphs, parts  and  accessories  thereof,  and  phonograph  records  to 
enter  into  any  contracts  or  agreements  to  resell  said  articles,  or  any 
of  them,  at  prices  fixed  or  established,  or  to  be  fixed  or  established,  by 
respondent ; 

(2)  Issuing  rules  or  directions  requiring  dealers  to  adhere  to  re- 
sale prices  fixed  or  established  by  respondent ; 

(3)  Entering  into  any  contracts  or  enforcing  any  contracts  pre- 
viously entered  into  whereby  dealers  in  respondent's  phonographs 
and  records  are  or  have  been  required  to  advertise  and  sell  the  same 
as  such  dealers'  best  and  unqualified  leader  of  any  and  all  goods  of 
the  phonograph  type. 

And  it  is  further  ordered^  That  the  charges  contained  in  paragraph 
4  of  the  complaint  herein  be  and  the  same  hereby  are  dismissed,  with- 
out prejudice. 

And  it  is  further  ordered^  That  said  respondent.  The  Aeolian  Co., 
shall  within  60  days  from  date  of  service  of  this  order  file  with  the 
Commission  a  report  setting  forth  in  detail  the  manner  and  form 
in  which  it  has  complied  with  the  order  of  the  Commission  herein 
set  forth. 

74636"— 22 ^9 
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FEDERAL  TRADE  COMMISSION 

V. 

A.  E.  LIND,  DOING  BUSINESS  UNDER  THE  ASSIBIED 
NAME  AND  STYLE  OF  UNITED  STATES  SALVAGE  CO. 

COMPLAINT  IN  THE  MATTES  OF  THE  AUiEOED  VIOLATION  OF   SECTION  6 
OF  AN  ACT  OF  C0NGKE8S  APPROYED  SEPTEMBER  26,  1914. 

Docket  59S— November  29,  1020. 

Stllabus: 

Where  an  indlvldnal  dealing  in  paints, 

(a) Under  the  name  of  "United  States  Salvage  Co,*'  ftilsely  and  deceptively 
advertised  his  paints  as  "Army  and  Navy  Brand,"  "Army  and  Navy  paints, 
100%  pure    ♦.    ♦    ♦;  the  Government  wants  you  to  paint";  and 

(&)  "Pnder  the  name  of  "Army  and  Navy  Paint  Co."  falsely  and  deceptively 
advertised  his  paints  as  "Our  brand  of  Army  and  Navy  paint " ; 

With  a  tendency  to  deceive  and  mislead  the  public  into  the  belief  that  the 
paints  so  offered  had  been  made  for  the  Government  according  to  its  speci- 
fications and  purchased  by  him  as  surplus  stock : 

Held,  That  such  false  and  misleading  advertising,  under  the  circumstances  set 
.  forth,  constituted  unfUr  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  A.  E.  Lind,  doing  busi- 
ness under  the  assumed  name  and  style  of  United  States  Salvage  Co., 
hereinafter  referred  to  as  respondent,  has  been  and  is  using  unfair 
methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  5  of  an  act  of  Congress  approved  September 
26,  1914,  entitled  ''An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,"  and  it  ap- 
pearing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the 
interest  of  the  public,  issues  this  complaint,  stating,  its  charges  in 
that  respect,  on  information  and  belief,  as  follows : 

Paragraph  1.  That  the  respondent,  A.  E.  Lind,  under  the  assumed 
name  and  style  of  United  States  Salvage  Co.,  is  now  and  for  more 
than  one  year  last  past  has  been  engaged  in  the  business  of  buying 
and  selling  paints,  varnishes,  roofing  cement,  and  kindred  products 
throughout  the  several  States  and  Territories  of  the  United  States, 
with  his  principal  ofBce  and  place  of  business  in  th^  city  of  Cleve- 
jiand^  State  of  Ohio,  and  during  all  times  herein  mentioned  has  been 
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and  18  in  direct  competition  with  other  persons,  firms,  copartnerships, 
and  corporations,  similarly  engaged. 

Pab.  2.  That  during  the  year  1919  the  respondent  selected  the 
name  ^United  States  Salvage  Co."  as  one  under  which  to  transact 
his  said  business,  and  that  he  has  ever  since  conducted  his  said  busi- 
ness under  said  assumed  name  of  "  United  States  Salvage  Co.'' ;  that 
in  carrying  on  his  said  business  the  respondent,  under  said  assumed 
name  and  style  of  United  States  Salvage  Co.,  has  caused  to  be  in- 
serted in  various  newspapers,  magazines,  pamphlets,  and  periodicals 
published  and  circulated  in  and  among  the  several  States  and  Terri- 
tories of  the  United  States  and  the  District  of  Columbia  the  follow- 
ing advertisement,  to  wit : 

Sale  of  ARMY  AND  NAVY  PAINTS. 
|2  per  gallon. 
Suitable  for  house  painting. 
80  gallons  allotted  to  each  person. 
2,000  gallons  battleship  gray. 
1,500  gaUons  camouflage  green. 
600  gallons  camouflage  yeUow. 
800  gallons  brown. 
600  gallons  olive  drab. 
800  gallons  cream. 
400  gaUons  camouflage  blue. 
000  gattons  aeroplane  Tamidu 
760  gaUons  submarine  black. 
11.60  per  gallon. 
1,200  gaUons  roofing  oement.   Keeps  your  roof  from  leaking,  |1  per  gallon. 

The  above  paints  are  100  per  cent  pure  and  the  Qovernment  wants  you  to 

paint  and  now  is  your  chance.    This  sale  is  for  cash,  20  i)er  cent  to  accompany 

order,  balance  C.  O.  D.,  subject  to  prior -sale;  f.  o.  b.  Cleveland,  Ohio. 

UNITED  STATES  SALVAGE  CX). 

2837  Carnegie  Ave.,  Cleveland,  Ohio. 
M-7t 

That  the  respondent  did  not  and  does  not  sell  or  have  for  sale  any 
paint,  varnish,  roofing  cement,  or  like  product  manufactured  for  the 
use  of  the  United '  States  Government  or  sold  by  the  United  States 
Government  to  respondent  as  surplus  stock. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Ck)ngress  approved  Sep- 
tember 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  A.  E.  Lind,  doing  business  under  the 
assumed  name  and  style  of  ^^  United  States  Salvage  Co.,"  charging 
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him  with  the  use  of  unfair  methods  of  competition  in  commeroe  in 
violation  of  the  provisions  of  said  act. 

The  respondent,  having  entered  his  appearance  in  person,  and  filed 
his  answer  herein,  a  hearing  was  had  before  Frank  B.  Lent,  an 
examiner  of  the  Federal  Trade  Commission,  theretofore  duly  ap- 
pointed, at  which  hearing  respondent  appeared  in  person,  and  by 
J.  B.  Waterworth,  Esq.,  his  attorney,  and  agreed  to  execute,  and  did 
execute  and  file  herein  an  agreed  statement  of  facts,  the  same  to  be 
in  lieu  of  testimony  and  to  be  taken  as  the  evidence  in  this  cause. 

And  thereupon,  the  respondent,  having  by  such  agreed  statement 
of  facts  waived  all  argument  before  the  Comnission,  and  the  privi- 
lege of  filing  a  written  brief  herein,  and  having  agreed  that  the 
Commission  should  forthwith  and  thereupon  enter  its  report  stating 
its  findings  as  to  the  facts  and  its  conclusion,  and  make  its  order 
disposing  of  this  proceeding,  and  the  Commission  having  duly  con- 
sidered the  record,  and  being  now  fully  advised  in  the  premises, 
makes  this  its  findings  as  to  the  facts  and  conclusions : 

FIKDIXOS  AS  TO  THE  FACTS. 

Paragraph  1.  A.  E.  Lind,  the  above-named  respondent,  com- 
menced the  business  of  buying  and  selling  paints  in  the  city  of  Cleve- 
land, Ohio,  on  or  about  September,  1919.  On  or  about  the  said 
time  he  made  an  agreement  with  the  Postal  Paint  &  Color  Co.,  of 
said  city,  whereby  said  company  would  furnish  him  paints  as 
ordered  and  send  them  to  the  purchasers  in  various  parts  of  the 
United  States  for  him,  the  said  Lind.  The  said  Lind,  on  or  about 
the  same  time,  adopted  as  his  business  name  the  name  '^  United  States 
Salvage  Ca,"  which  name  he  used  continuously  xmtil  about  January, 
1920. 

Pab.  2.  Under  said  name,  "  United  States  Salvage  Co.,"  said  Lind 
caused  to  be  inserted  in  divers  newspapers  in  certain  of  the  States 
of  the  United  States,  and  particularly  in  the  States  of  Indiana, 
West  Virginia,  Ohio,  and  Virginia,  advertisements,  each  of  which 
was  in  words  and  figures  as  follows : 

Sale  of  ARMY  and  NAVY  PAINTS. 
$2  per  gaUon. 
Suitable  for  house  painting. 
SO  gallons  allotted  to  each  person. 
2,000  gaUons  battleship  grey. 
1,500  gallons  camouflage  green; 
500  gallons  camouflage  yeUow. 
800  gaUons  brown. 
500  gallons  olive  drab. 
800  gaUons  cream. 
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400  gallons  oamonflage  blue. 
600  gallons  aeroplane  Yamish. 
750  gallons  submarine  black. 
$1.50  per  gallon. 
1^  gallons  roofing  cement.    Keeps  your  roof  from  leaking ;  |1.00  per  gallon. 

The  above  paints  are  100  per  cent  pure  and  tbe  Government  want  you  to 
paint  and  now  is  your  chance.  This  sale  is  for  cash,  20  per  cent  to  accompany 
any  order,  balance  G.  O.  D.,  subject  to  prior  sale ;  f.  o.  b.  Cleveland,  Ohio. 

UNITED  STATES  SALVAGE  CO., 

2887  Gamegle  Ave.,  Cleveland,  Ohio. 

Said  advertisements  were  placed  in  the  said  newspapers  at  the  in- 
stance of  the  said  respondent  on  or  about  the  month  of  September, 
1919.  Said  respondent  realized  shortly  after  the  advertisements 
appeared  that  the  same  were  misleading,  and  gave  orders  to  the 
newspapers  publishing  the  same  to  discontinue  such  publication. 
Nevertheless,  said  advertisements  appeared  in  said  newspapers  at 
least  once  in  every  instance  and  in  the  case  of  some  newspapers  sev- 
eral times. 

Par.  3.  Said  respondent  received  divers  orders  for  such  paint  in 
answer  to  the  said  advertisements  from  persons  residing  in  certain 
of  the  States  of  the  United  States,  and  particularly  in  the  States 
of  Indiana,  West  Virginia,  Virginia,  and  Ohio;  and  during  said 
period,  to  wit,  between  September,  1919,  and  January,  1920,  the  said 
Lind,  under  the  said  name  of ''  United  States  Salvage  Co.,"  sold  and 
delivered  to  the  several  parties  aforesaid  in  the  said  several  States 
of  the  United  States  approximately  2,500  gallons  of  such  paint  so 
advertised,  all  of  said  paint  being  sold  to  the  said  purchasers  by 
reason  of  and  in  response  to  the  advertisements  aforesaid. 

Pab.  4.  Said  paint  so  advertised  and  sold  during  the  said  period  as 
aforesaid,  was  not  manufactured  by  the  respondent,  or  by  any  other 
person  or  parties,  for  the  United  States  Government,  or  the  United 
States  Army  or  Navy ;  nor  was  such  paint  sold  by  the  United  States 
Government,  or  the  United  States  Army  or  Navy,  to  the  respondent, 
or  to  any  other  person  or  party,  as  surplus  Government  stock  or 
otherwise.  Said  advertisements  were  misleading  and  tended  to  de- 
ceive and  mislead  the  public  into  the  belief  that  the  paint  so  offered 
for  sale  was  surplus  Government  paint,  made  for  the  use  of  the 
United  States  Government  and  according  to  its  specifications,  duly 
purchased  from  the  United  States  Government  by  the  respondent, 
whereas  said  paint  had  never  been  manufactured  for  the  use  of  the 
United  States  Army  or  the  United  States  Navy. 

Par.  5.  Respondent  in  response  to  every  order  received  by  him  for 
such  paint  in  response  to  said  advertisements,  sent  to  the  prospective 
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purchaser  an  acknowledgment  blank,  which  contained  the  following 
heading: 

United  States  Saltaob  Oa, 

2897  Carnegie  Avenue,  Cleveland,  Ohio, 

DISTRIBUTORS  of  ARMY  PAINTS,  SHIPBUILDING  PAINTB,  NAVY 

PAINTS,  Cantonment  Roofing  Cement    . 

Said  blank  contains  the  following  notice: 

Deab  Sib  :  We  acknowledge  receipt  of  your  order  for  our  brand  of  *'Anny  and 
Navy  "  paint,  and  before  shipping  same  beg  to  advise  that  our  advertisement  was 
not  explicit 

We  want  you  to  know  that  this  paint  is  only  put  up  in  barrels,  half  barrdfl, 
and  wood  kits,  also  that  this  is  our  special  brand  sold  with  the  understanding 
that  you  have  10  days  for  examination  or  money  refunded  on  return  of  goods 
if  not  satisfactory. 

Please  sign  this  acknowledgment  and  return  and  your  goods  wUl  go  forward 
at  once. 

United  States  Salvage  Co., 
2837  Carnegie  Avenue,  Cleveland,  Ohio. 

Name 

Town 

State 

Respondent  used  said  acknowledgment  blank  because  he  realized 
that  the  said  advertisements  were  misleading  and  improper,  and  sev- 
eral of  the  prospective  purchasers  returned  such  acknowledgment 
blanks  with  request  that  their  orders  be  canceled  and  their  money 
refunded,  and  respondent  did  refund  such  money  when  so  requested. 

Par.  6.  Said  respondent  during  the  period  between  September, 
1919,  and  January,  1920,  sent  by  mail  to  divers  persons  in  several 
of  the  States  of  the  United  States  a  circular  containing  advertising 
matter  in  regard  to  the  paints  sold  by  respondent,  on  the  first  and 
outside  page  of  which  circular  appeared  in  large  letters  the  follow- 
ing words:  **Army  and  Navy  brand.  United  States  Salvage  Co., 
Cleveland,  Ohio.'* 

Par.  7.  During  the  period  between  January,  1920,  and  April,  1920, 
said  Lind  sold  no  paint  under  any  name  whatsoever;  and  from  on 
or  about  April,  1920,  until  July  21,  1920,  said  Lind  was  engaged 
under  the  name  of  "Army  &  Navy  Paint  Co.,**  7525  Broadway, 
Cleveland,  Ohio,  in  the  sale  and  offering  for  sale  of  paints  to  divers 
persons  in  several  of  the  States  of  the  United  States.  Said  Lind 
caused  to  be  printed  in  divers  newspapers  in  several  of  the  States  of 
the  United  States  advertisements  for  the  purpose  of  furthering  the 
sale  of  such  paint,  in  which  advertisement  he  referred  to  such  paints 
as  *'  Our  brand  of  Army  and  Navy  paint."  The  use  of  such  business 
or  trade  name,  to  wit,  "  Army  &  Navy  Paint  Co.,"  and  the  advertise- 
ments of  the  paint  sold  by  respondent  under  such  name  as  "  Army 
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and  Navy  paint  ^  was  misleading  and  tended  to  deceive  and  mislead 
the  public  into  the  belief  that  the  paint  sold  by  respondent  was  paint 
manufactured  for  the  use  of  the  United  States  Army  or  Navy,  or 
sold  by  the  United  States  Army  or  Navy  to  respondent  as  surplus 
Goyemment  stock,  or  otherwise. 

Pab.  8.  Respondent,  on  July  21,  1920,  after  the  service  upon 
him  of  the  complaint  issued  in  this  cause,  and  upon  the  day  set  for 
the  taking  of  testimony  therein,  waived  the  taking  of  testimony  and 
offered  to  discontinue  the  use  of  the  aforesaid  name,  to  wit, ''  United 
States  Salvage  Co.,"  and  the  aforesaid  name,  to  wit,  "  Army  &  Navy 
Paint  Co.,"  and  to  refrain  from  using  any  other  name  which  would 
mdicate  or  suggest  to  the  public  that  respondent  was  connected  with 
the  United  States  Army  or  Navy,  or  was  selling  paints  manufactured 
for  the  use  of  the  United  States  Army  or  Navy,  or  sold  by  the 
United  States  Army  or  Navy  to  respondent  as  surplus  stock,  or 
otherwise. 

CONCLUSIONS. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26, 1914,  entitled,  ^^An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes."  The  conduct  of  the  respondent  in  the  course 
of  his  business  affords  sufficient  ground  for  the  issue  of  an  order  to 
prevent  the  continuance  of  the  practice  found  to  be  unfair. 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Conmiis- 
sion  upon  the  complaint  of  the  Conmiission,  the  answer  of  the  re- 
spondent, and  the  evidence  in  the  case,  the  same  being  contained  in  an 
agreed  statement  of  facts  duly  filed  herein,  and  the  Commission  hav- 
ing made  its  findings  as  to  the  facts  with  its  conclusions  that  the 
respondent  has  violated  the  provisions  of  the  act  of  Congress,  ap- 
proved Sept.  26,  1914,  entitled  "An  act  to  create  a  Federal  Trade 
Conmiission,  to  define  its  powers  and  duties,  and  for  other  purposes," 

It  is  now  ordered,  That  the  respondent,  A.  E.  Lind,  doing  business 
onder  the  assumed  name  and  style  of  United  States  Salvage  Co.,  do 
cease  and  desist: 

(1)  From  using  as  a  business  or  trade  name  the  words  "  United 
States  Salvage  Co.,"  or  the  words  "Army  &  Navy  Paint  Co.,"  in  con- 
nection with  the  sale  or  offering  for  sale  of  paints  not  manufactured 
for  the  use  of  the  United  States  Government,  or  sold  by  the  United 
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States  Gk)yernm6nt  to  respondent,  or  any  other,  as  surplus  stock  or 
otherwise;  and 

(2)  From  advertising  under  and  by  means  of  the  aforesaid  busi- 
ness or  trade  names  the  sale  of  any  paints  not  manufactured  for  the 
use  of  the  United  States  Government  or  sold  by  the  United  States 
Government  to  respondent,  or  any  other,  as  surplus  stodk  or  other- 
wise; and 

(3)  From  selling  or  offering  or  advertising  for  sale  under  the 
trade  name  "United  States  Salvage  Co."  or  "Army  &  Navy  Paint 
Co."  any  paint  or  varnish  represented  in  terms  or  by  trade  name, 
directly  or  indirectly,  to  be  or  to  have  been  manufactured  for  the 
United  States  Government  or  any  of  its  agencies  and  sold  to  or 
by  it  or  them,  if  the  said  representation  is  not  truer  in  fact. 

And  it  is  further  ordered^  That  said  respondent,  A.  £.  Lind,  doing 
business  under  the  assumed  name  and  style  of  United  States  Salvage 
Co.,  shall  within  30  days  from  date  of  service  of  this  order  file  with 
the  Commission  a  report  setting  forth  in  detail  the  manner  and  form 
in  which  it  has  complied  with  the  order  of  the  Commission  herein 
set  forth. 
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CHAMPION  BLOWER  &  FORGE  COMPANY. 

OOJCFLAIKT  IN  THS  KATTBR  OF  THE  AUJSGSD  VIOLATION  OF  SBOTION  6  OF 
AN  ACT  OF  CONGRESS  AFFBOVED  8EFTSJCBER  26,   1914. 

Docket  518.— November  80,  1820. 

Stixabus. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  blowers,  forges, 
and  drills, 

(a)  Circulated  and  displayed  in  its  catalogues  cuts  of  certain  unpatented  ma- 
chines in  its  "400"  line  of  blowers  and  forges,  with  statements  that  the 
machines  were  patented,  and  a  list  of  numbers  of  certain  expired  patents ; 
thereby  tending  to  mislead  and  deceive  the  public  into  believing  that  the 
machines  were  still  protected  by  patents; 

())  Falsely  wrote  a  wholesaler  that  said  line  was  fully  protected  by  patents, 
stating  that  it  had  secured  a  verdict  against  a  competitor  for  infringement ; 
thereby  inducing  him  to  cease  buying  said  competitor's  forges  and  drills; 
and 

(c)  Falsely  stated  to  another  wholesaler,  and  thereby  misled  him  to  believe 
that  all  its  products  and  particularly  its  "  400  '*  line  of  blowers  and  forges 
and  "  200  '*  line  of  drills  were  covered  by  patents,  which  he  would  infringe 
by  dealing  in  said  competitor's  correisponding  products : 

Held,  That  such  misrepresentations,  under  the  circumstances  set  forth,  consti- 
tuted unfair  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Champion  Blower  & 
Forge  Co.,  hereinafter  referred  to  as  the  respondent,  has  been  and  is 
using  unfair  methods  of  competition  in  interstate  commerce  in  viola- 
tion of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled  ^'An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes,"  and 
it  appearing  that  a  proceeding  by  it  in  respect  thereof  would  be  to 
the  interest  of  the  public,  issues  this  complaint,  stating  its  charges  in 
that  respect,  on  informatipn  and  belief,  as  follows : 

Pabagbaph  1.  That  the  Champion  Blower  &  Forge  Co.  is  now,  and, 
lit  all  times  hereinafter  mentioned  was,  a  corporation  organized,  exist- 
ing, and  doing  business  under  and  by  virtue  of  the  laws  of  the  State 
of  Pennsylvania,  having  its  principal  office  and  place  of  manufacture 
in  the  city  of  Lancaster,  in  said  State,  and  is  now  and  for  more  than 
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a  year  last  past  has  been  engaged  in  the  manufacture  and  sale  of 
blowers,  forges,  drills,  and  other  like  machinery,  and  in  the  ship- 
ment thereof  from  the  city  of  Lancaster,  in  the  State  of  Pennsyl- 
vania, to  purchasers  in  other  States  of  the  United  States,  in  direct 
competition  with  other  individuals,  copartnerships  and  corporations 
similarly  engaged. 

Pah.  2.  That  the  respondent,  its  officers,  agents,  servants,  and  em- 
ployees, in  connection  with  the  manufacture  and  sale  of  blowers, 
forges,  drills,  and  other  like  machinery,  in  interstate  commerce  as 
aforesaid,  for  more  than  a  year  last  past  have  threatened  and  are 
threatening  to  institute,  against  customers  of  its  competitors,  suits 
for  alleged  infringements  of  patents  of  the  respondent;  that  said 
threats  of  litigation,  on  account  of  such  alleged  infringement  of  pat- 
ents, are  couched  in  vague,  indefinite,  and  general  terms,  and  are. not 
made  in  good  faith,  but  are  made  with  the  intent,  purpose,  and  effect 
of  intimidating  customers  of  competitors,  so  that  said  customers  wiU 
cease  to  purchase  competitors'  goods,  and  that  the  effect  of  such 
threats  and  intimidations,  made  in  bad  faith  as  aforesaid,  has  been 
and  is  to  embarrass  said  competitors. 

Pab.  8.  That  the  respondent,  in  the  manufacture  and  sale  of 
blowers,  forges,  drills,  and  other  like  machinery,  in  interstate  com- 
merce as  aforesaid,  for  more  than  a  year  last  past  has  caused  the 
word  '^  Patented  "  to  be  imprinted  upon  its  said  prpducts,  and  state- 
ments to  that  effect,  together  with  a  list  of  numbers  of  United  States 
patents  purporting  to  cover  said  products  of  respondents,  to  be 
printed  in  its  catalogues  in  connection  with  the  illustration  and  de- 
scription of  its  products^  for  the  purpose,  and  with  the  effect  of 
causing  the  purchasing  public  to  believe  that  said  products  are  cov- 
ered by  letters  patent  of  the  United  States,  owned  and  controlled  by 
the  respondent,  whereas,  in  truth  and  fact,  said  patents  have  long 
since  expired  and  have  no  legal  force  or  effect 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

The  Federal  Trade  Commission  having  issued  and  served  its  com- 
plaint herein,  wherein  it  is  alleged  that  it  had  reason  to  believe  that 
the  above-named  respondent.  Champion  Blower  &  Forge  Co.,  had 
been  and  then  was  using  unfair  methods  of  competition  in  interstate 
commerce,  in  violation  of  the  provisions  of  section  5  of  an  act  of 
Congress  approved  September  26,  1914,  entitled,  ^^An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,"  and  that  a  proceeding  by  it  in  that  respect  would 
be  to  the  interest  of  the  public,  and  fully  stating  its  charges  in  that 
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respect,  and  respondent  having  entered  its  appearance  by  attorneys, 
and  having  duly  filed  its  answer,  admitting  certain  of  the  allega- 
tions of  the  said  complaint,  and  denying  certain  others  thereof;  and 
thereafter  testimony  having  been  tiUcen  before  B.  L.  Shinn,  an  ex- 
aminer for  the  Federal  Trade  Commission,  in  New  York,  N.  Y.,  on 
April  22, 1920;  and  thereafter  the  attorneys  for  both  parties  having 
signed  and  filed  an  agreed  statement  of  facts  wherein  and  whereby 
it  was  stipulated  and  agreed  that  said  agreed  statement  of  facts, 
together  with  the  testimony  taken  at  the  said  hearing  before  the 
said  examiner,  should  be  taken  as  the  evidence  in  this  case  and  in 
lieu  of  further  testimony,  and  that  the  Commission  should  forthwith 
proceed  upon  such  agreed  statement  of  facts  and  the  record  of  said 
hearing,  to  make  and  enter  its  report,  stating  its  findings  as  to  the 
facts  and  its  conclusion,  and  an  order  disposing  of  the  proceeding ; 
and  the  Conunission  having  duly  considered  the  same  and  being  fully 
advised  in  the  premises,  makes  this  its  report  and  findings  of  facts 
and  conclusions: 

mnuNGS  AS  TO  the  faozs. 

Paraohaph  1.  That  respondent  is  now,  and  at  all  times  hereinafter 
mentioned  has  been,  a  corporation,  organized  and  existing  under  and 
by  virtue  of  the  laws  of  the  State  of  Pennsylvania,  having  its  prin- 
cipal office  and  place  of  manufacture  in  the  city  of  Lancaster,  in 
said  State;  and  respondent  is  now,  and  at  all  times  hereinafter  men- 
tioned  has  been,  engaged  in  the  manufacture  and  sale  of  blowers, 
forges,  drills,  and  similar  machinery,  and  in  the  shipment  thereof 
from  Lancaster,  Pa.,  to  the  purchasers  thereof  in  other  States  of  the 
United  States ;  that  respondent  has  been  and  is  in  direct  competition 
with  other  individuals,  copartnerships,  and  corporations  similarly 
engaged,  and  particularly  in  direct  competition  with  the  Buffalo 
Forge  Co.,  of  Buffalo,  N.  Y.,  said  Buffalo  Forge  Co.  being  also  en- 
gaged in  the  manufacture  of  similar  machinery,  and  in  the  shipment 
and  sale  thereof  in  interstate  conmierce. 

Par.  2.  That  some  of  the  machines  so  manufactured  and  sold  by 
the  respondent  as  aforesaid,  bad  become  known  to  the  trade  and 
purchasing  public  as  the  respondent's  ^iW  line  of  blowers  and 
forges,  and  others  as  respondent's  ^'  200  "  line  of  drills ;  that  the  said 
Buffalo  Forge  Co.  manufactures  and  sells  a  line  of  blowers  and 
forges  similar  to  the  No.  ^  400  '^  line  of  blowers  and  forges  so  manu- 
factured and  sold  by  respondent  as  aforesaid,  and  that  said  Buffalo 
Forge  Co.  manufactures  and  sells  a  line  of  drills  similar  to  the  No. 
''200'^  line  of  drills  so  manufactured  and  sold  by  respondent  as 
aforesaid. 
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Pab.  3.  That  respondent  has  been  and  still  is  the  owner  of  certain 
patents,  under  which  it  has  been  operating  in  the  manufacture  and 
sale  of  the  machines  aforesaid ;  that  among  such  patents,  which  per- 
tain to  the  '^  400 ''  line  of  blowers  and  forges,  are  a  number  which 
have  expired,  to-wit,  patents  numbered  676322,  676823,  and  676324, 
dated  June  11,  1901,  and  No.  69762ft,  dated  April  15,  1902,  and  de- 
sign patents,  Nos.  34880,  34881,  34882,  34883,  34884,  and  34885,  dated 
July  30, 1901 ;  that  among  such  patents,  under  which  respondent  has 
been  operating  in  the  manufacture  and  sale  of  its  ^^400"  line  of 
blowers  and  forges,  as  aforesaid,  are  a  number  which  have  not  ex- 
expired,  namely.  No.  804860,  dated  November  21,  1905 ;  No.  869247, 
dated  October  29,  1907;  No.  874893,  dated  December  24,  1907; 
and  No.  1221187,  aated  April  3, 1917 ;  that  such  patents  now  subsist- 
ing do  not  cover  several  of  the  machines  in  the  ^'  400  "  line  of  blowers 
and  forges  aforesaid,  and  several  of  such  ^400"  blowers  and  forges 
are  not  covered  nor  affected  in  any  manner  whatsoever  by  any  valid 
subsisting  patent. 

Par.  4.  That  respondent  issued  a  printed  catalogue  during  the 
years  1918  and  1919,  which  catalogue  was  called  its  "  1918  catalogue  "; 
that  said  catalogue  was  distributed  to  respondent's  customers  and 
prospective  customers  and  the  purchasing  public  generally ;  that  said 
catalogue  contained  cuts  or  pictures  of  certain  machines,  in  the  so- 
called  "  400  "  line  of  blowers  and  forges,  which  machines  are  not  now 
and  were  not  during  such  years,  covered  or  affected  by  any  valid 
subsisting  patent,  with  the  exception  of  patent  No.  697629,  for  a 
combined  gearing  and  casing,  which  patent  expired  April  15,  1918, 
and  prior  to  the  wrongful  acts  of  respondent  hereinafter  set  forth ; 
that  in  connection  with  said  cuts  or  pictures  statements  were  made  in 
said  catalogue  that  such  machines  were  ^^  patented,"  and  a  list  of 
numbers  of  patents  was  also  given,  said  numbers  being  the  numbers 
of  the  aforesaid  patents  which  had  expired ;  all  of  which  purported 
to  show  that  such  machines  were  and  are  still  patented,  and  tended  to 
mislead  and  deceive  the  public  into  the  belief  that  said  machines  of 
the  so-called  "  400  "  line,  were  protected  by  letters  patent. 

Par.  5.  That  respondent  by  its  treasurer,  Charles  B.  Long,  in- 
formed the  Fairbanks  Co.,  a  wholesale  distributor  and  jobber  of  New 
York,  N.  Y.,  by  letter  dated  July  22, 1919,  as  follows : 

Please  be  advised  that  we  retain  in  active  condition,  design  patents  covering 
every  portion  of  our  No.  **400"  blower — ^not  to  mention  tbe  trade-mark  "Nu. 
400/*  all  of  which  are  in  active  condition  and  which  must  be  re3pected.** 

And  also  informed  the  Fairbanks  Co.  aforesaid^  by  letter  dated 
July  15, 1919,  that  respondent  had  secured  a  verdict  in  its  favor,  after 
suit  had  gone  through  the  patent  courts,  against  the  Buffalo  Forge 
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Co.,  of  Buffalo,  N.  Y.,  for  infringemente  of  respondent's  patents  on 
the  No.  "  400  "  blower  and  forge  line ;  that  such  letters  induced  the 
Fairbanks  Co.  aforesaid  to  cease  buying  the  forges  and  drills  of  the 
Buffalo  Co.  and  that  the  Fairbanks  Co.  aforesaid  instructed  its  branch 
houses  to  cease  buying  the  Buffalo  Co.'s  forges  and  drills  similar  to 
the  "  400 ''  line  of  forges  and  "  200 "  line  of  drills  made  by  the  re- 
spondent, said  action  on  the  par£  of  the  Fairbanks  Co.  aforesaid  be- 
ing taken  in  July,  1919 ;  that  the  Fairbanks  Co.  aforesaid  had  there- 
tofore bought  such  blowers  and  forges  and  drills  from  both  the 
Buffalo  Forge  Co.  and  the  respondent,  and  had  don^  a  considerable 
business  with  the  Buffalo  Forge  Co.  in  such  products;  that  such 
statements  given  to  the  Fairbanks  Co.  as  aforesaid  were  false  and 
misleading,  inasmuch  as  there  was  a  considerable  part  of  respond- 
ent's "  400  "  line  of  blowers  and  forges  which  were  not  covered  by 
any  valid  and  subsisting  patents. 

Par.  6.  That  in  May,  1919,  respondent's  president,  Henry  B. 
Keiper,  with  the  ostensible  purpose  of  warning  against  infringement 
of  certain  patents  on  certain  drills  manufactured  and  sold  by  re- 
spondent, called  upon  certain  of  the  officers  of  the  Baker,  Hamilton 
&  Pacific  Co.,  a  wholesale  distributor  and  jobber  of  San  Francisco, 
Calif.,  and  by  his,  the  said  Keiper's,  statements  and  conduct  induced 
the  said  officers  to  believe  that  respondent's  patents  covered  all  the 
products  manufactured  by  it,  and  especially  the  "400"  line  of  blowers 
and  forges  and  the  "  200  "  line  of  drills,  and  to  believe  that  it,  the  said 
Baker,  Hamilton  &  Pacific  Co.,  would  infringe  said  patents  if  it 
handled  any  of  the  blowers  and  forges  and  drills  manufactured  by 
the  aforesaid  Buffalo  Forge  Co.  That  thereafter,  when  requested 
so  to  do  by  one  C.  F.  Sharrocks,  the  manager  of  the  purchasing  de- 
partment of  the  said  Baker,  Hamilton  A  Pacific  Co.,  by  letters  dated 
June  15,  1919,  July  14,  1919,  and  August  21,  1919,  said  Keiper  re- 
fused to  indicate  what  products  of  the  said  Buffalo  Co.  infringed 
any  of  the  patents  on  the  products  of  respondent,  or  to  answer  any 
questions  in  regard  to  same.  That  said  conduct  and  statements  of 
said  Keiper  were  false  and  misleading  inasmuch  as  there  was  a  con- 
siderable part  of  respondent's  "400"  line  of  blowers  and  forges 
which  were  not  and  are  not  now  covered  by  any  valid,  subsisting 
patent  or  patents. 

CONCLUSIONS. 

Under  the  conditions  and  circumstances  set  forth  in  the  foregoing 
findings  of  facts,  the  acts  and  practices  of  the  respondent  constitute 
unfair  methods  of  competition  in  interstate  commerce  in  violation 
of  the  provifiioDs  of  section  5  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  entitled  "An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes." 
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ORDBB  TO  CBA8B  AKD  DESIST. 

The  Federal  Trade  Cominission  having  issued  and  served  its  com- 
plaint herein ;  and  the  respondent,  Champion  Blower  &  Forge  Co., 
having  entered  its  appearance  by  its  attorneys,  Julian  C.  Dowell,  Esq., 
and  Thurman,  Bulkley  &  Quigley,  duly  authorized  and  empowered  to 
act  in  the  premises ;  and  having  filed  its  answer ;  and  thereafter  testi- 
mony having  been  taken  before  an  examiner  for  the  Federal  Trade 
Commission  on  April  22,  1920,  in  New  York,  N.  Y. ;  and  thereafter 
an  agreed  statement  of  facts  having  been  executed  by  counsel  for  the 
respondent  and  counsel  for  the  Commission,  which  agreed  statement 
of  facts  has  been  filed  in  this  said  cause,  it  being  stipulated  and  agreed 
therein  that  the  Federal  Trade  Commission  shall  take  such  agreed 
statement  of  facts,  together  with  testimony  taken  at  said  hearing  in 
New  York  City,  as  the  evidence  in  this  case ;  and  the  Federal  Trade 
Commission  having  made  and  entered  its  report,  stating  its  findings 
as  to  the  facts,  and  its  conclusions  that  the  respondent  has  violated 
section  5  of  the  Federal  Trade  Conunission  act,  which  said  report  is 
hereby  ref erredto  and  made  a  part  hereof :  Now,  therefore, 

It  is  ordered^  That  the  respondent,  its  officers,  directors,  members, 
representatives,  agents,  and  servants  cease  and  desist : 

1.  From  stating  or  holding  out  to  the  public,  or  any  member, 
thereof,  that  respondent  owns  or  controls  any  valid  subsisting  patent 
or  patents,  when  it  in  truth  has  no  such  patent  or  patents,  or  when,  if 
it  at  any  time  had  such  patent  or  patents,  the  same  has  or  have  ex- 
pired. 

2.  From  threatening  to  bring  any  action  at  law  or  suit  in  equity 
against  any  person,  copartnership,  or  corporation,  for  the  alleged  in- 
fringement of  any  patent  or  patents  upon  any  of  its  products,  unless: 

(a)  Respondent  owns  or  controls  a  valid  subsisting  patent  or 
patents,  which  it  in  good  faith  believes  to  be  actually  infringed  by 
the  party  so  threatened;  and 

(b)  Respondent  clearly  and  plainly  sets  forth,  in  the  course  of 
such  notice,  the  specific  patent  or  patents  which  respondent  in  good 
faith -believes  to  be  actually  infringed  by  the  person,  copartnership, 
or  corporation  so  threatened;  and,  at  the  same  time,  clearly  and 
plainly  sets  forth  the  nature  and  respect  of  such  alleged  infringement; 

and 

• 

{c)  Respondent  has  at  such  time  a  bona  fide  intention  to  institute 
the  threatened  action  at  law  or  suit  in  equity  against  the  person,  co- 
partnership, or  corporation  so  threatened  in  case  the  alleged  infringe- 
ment continues ;  and,  in  case  the  alleged  infringement  continues,  does 
actually  bring  such  action  at  law  or  suit  in  equity  against  the  person, 
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copartnership,  or  corporation  so  threatened,  with  reasonable  expedi- 
tion thereafter,  and  with  all  reasonable  expedition  prosecutes  such 
action  or  suit  to  a  final  judgment  or  decree. 

3.  From  stating  in  its  catalogues,  advertisements,  or  other  printed 
matter,  distributed  or  displayed  to  the  public,  that  any  of  its  products 
is  ^  patented  "  unless  such  product,  or  some  essential  part  thereof,  is 
actually  covered  by  a  valid  subsisting  patent  owned  or  controlled  by 
respondent:  Provided,  That  this  shall  not  prevent  respondent  from 
making  such  statements  as  aforesaid  in  connection  with  any  of  its 
products  upon  which,  or  upon  any  essential  part  of  which,  letters 
patent  have  been  issued  and  have  expired,  if  the  fact  that  such  patent 
has  expired  be  clearly  and  plainly  indicated  in  connection  with  such 
statement  in  such  catalogue,  advertisement,  or  other  printed  matter. 

It  is  further  ordered,  That  the  respondent  shall  file  with  the  Com- 
mission within  90  days  from  the  date  of  this  order  its  report  in 
writing,  stating  in  detail  the  manner  and  form  in  which  this  order, 
and  in  particular  paragraph  8  of  this  order,  has  been  conformed  to, 
and  shall  attach  to  such  report  true  copies  of  all  catalogues,  adver- 
tisements, or  other  printed  matter,  distributed  or  displayed  to  the 
public  by  respondent,  subsequent  to  the  date  of  this  order,  in  which 
any  statement  is  made  in  respect  to  any  patent  or  patents  owned  or 
controlled  by  the  respondent. 
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FEDERAL  TRADE  COMMISSION 

V. 

ADOLPH  BRAUDE  AND  LOUIS  BRAUDE,  DOING  BUSI- 
NESS  AS  FRANKLIN  KNITTING  MILLS. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  6  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER   26,   1014. 

Docket  605 — ^December  6,  1920. 

Syllabus. 

Where  a  corporation  engaged  in  the  manufacture,  sale,  and  distribution  of 
knitted  fabrics  under  the  name  of  the  Franklin  Knitting  Mills,  of  New 
York,  and  as  such  acquired  a  reputation  for  its  product,  and  thereafter  a 
competitor  adopted  the  name  "  Franklin  Knitting  Mills,"  with  the  tendency 
and  effect  of  misleading  and  deceiving  the  purchasing  public : 

Heldt  That  such  simulation  of  name,  under  the  circumstances  set  forth,  consti- 
tuted an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Adolph  Braude  and  Louis 
Braude,  partners,  conducting  business  and  trading  under  the  style 
and  firm  name  of  Franklin  Knitting  Mills,  have  been,  and  now  are, 
using  unfair  methods  of  competition  in  commerce,  in  violation  of  the 
intent  and  meaning  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled  "An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes," 
and  the  Federal  Trade  Commission  having  determined  that  a  com- 
plaint should  issue  against  the  said  Adolph  Braude  and  Louis  Braude, 
trading  as  Franklin  Knitting  Mills,  as  above  set  forth,  and  that  a 
full  and  complete  inquiry  in  respect  thereof  would  be  to  the  interest 
of  the  public ; 

Therefore  the  Federal  Trade  Commission,  complaining,  shows  that 
it  is  informed  in  such  manner  that  it  believes  the  facts  to  be  sub- 
stantially as  herein  set  out,  and  therefore  charges  as  follows : 

Paragraph  1.  That  the  said  Adolph  Braude  and  Louis  Braude  are 
partners,  conducting  business  under  the  style  and  firm  name  of 
Franklin  Knitting  Mills,  at  811  North  Franklin  Street,  in  the  city 
of  Philadelphia,  in  the  State  of  Pennsylvania,  and  also  at  1182 
Broadway,  in  the  city  of  New  York,  in  the  State  of  New  York; 
that  the  said  respondents  have  their  principid  office  and  place  of 
business  at  811  North  Franklin  Street,  in  the  city  of  Philadelphia^ 
in  the  State  of  Pennsylvania,  and  a  branch  office  and  place  of  busi- 
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ness  at  1182  Broadway,  in  the  city  of  New  York,  in  the  State  of 
New  York,  and  are  engaged  in  the  business  of  buying  and  selling 
knitted  goods  and  other  merchandise  as  wholesale  merchants  or 
jobbers. 

Par.  2.  That  the  said  Adolph  Braude  and  Louis  Braude,  conducting 
their  business  under  the  style  and  firm  name  of  Franklin  Knitting 
Mills,  have  been  continuously  for  a  year  last  past,  and  still  are,  engaged 
in  conunerce,  as  defined  by  the  act  of  Congress  approved  September  26, 
1914,  as  above  set  forth ;  that  their  business  consists  of  buying  and 
selling  knitted  goods  and  other  kinds  of  merchandise  in  the  city  of 
Philadelphia,  in  the  State  of  Pennsylvania,  and  the  city  of  New 
York,  in  the  State  of  New  York,  and  transporting  said  goods  and 
merchandise  among  other  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia,  and  there  is  continually,  and 
has  been  at  all  times  within  the  year  last  past,  and  for  a  longer 
period  of  time,  a  constant  current  of  trade,  in  commerce,  by  said 
respondents  in  such  knitted  goods  and  other  merchandise  among  and 
between  the  various  States  of  the  United  States,  the  Territories 
thereof,  and  the  District  of  Columbia,  to  and  through  the  city  of 
Philadelphia,  in  the  State  of  Pennsylvania,  and  the  city  of  New 
York,  in  the  State  of  New  York,  and  therefrom  through  other  States 
of  the  United  States,  the  Territories  thereof,  and  the  District  of 
Columbia. 

Par.  3.  That  the  said  Adolph  Braude  and  Louis  Braude,  partners 
in  business  and  trading  under  the  style  and  firm  name  of  Franklin 
Knitting  Mills,  while  engaged  in  commerce  in  the  course  of  their 
business  pf  buying  and  selling  knitted  goods  as  wholesale  merchants 
or  jobbers,  with  their  offices  and  places  of  business  located  at  811 
North  Franklin  Street,  in  the  city  of  Philadelphia,  and  1182  Broad- 
way, in  the  city  of  New  York,  have  been  for  more  than  a  year  last 
past,  and  still  are,  trading  as  Franklin  Knitting  Mills,  and  in  the 
conduct  of  their  business  as  jobbers  hare  adopted  the  name  of  Frank- 
lin Knitting  Mills  as  the  firm's  name;  that  the  words  '^ Knitting 
Mills"  used  after  the  word  "Franklin,"  in  such  name,  indicate, 
represent,  and  lead  the  trade,  customers,  and  public  generally  to 
believe  that  the  said  parties,  operating  under  said  firm  name,  are 
manufacturers,  and  manufacture,  or  knit,  the  knitted  goods  adver- 
tised and  sold  in  commerce  by  them,  when  in  truth  and  in  fa^t  the 
said  defendants  are  not  manufacturers  and  do  not  manufacture  and 
knit  such  goods,  but  are  wholesale  merchants  or  jobbers  and  buy  the 
goods  so  advertised  and  sold  by  them. 

Par.  4.  That  the  said  Adolph  Braude  and  Louis  Braude  formed 
A  partnership  for  the  conduct  of  business  as  wholesale  dealers  in 
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knitted  goods  and  other  merchandise  in  the  year  1913,  adopted  the 
name  of  Franklin  Knitting  Mills,  and  engaged  in  business  as  \?hole- 
sale  merchants  or  jobbers  at  811  North  Franklin  Street,  in  the  city 
of  Philadelphia,  in  the  State  of  Pennsylvania,  and  also  had  another 
branch  place  of  business  at  1182  Broadway,  in  the  city  of  New  York, 
State  of  New  York,  in  commerce,  under  said  firm  name  of  Franklin 
Knitting  Mills;  that  the  respondents  do  not  knit  or  manufacture  the 
goods,  or  any  part  of  them,  sold  by  them ;  that  at  the  time  the  said 
respondents  began  their  business  under  the  firm  name  of  Franklin 
Knitting  Mills  there  was  then  in  existence  a  corporation  whose  legal 
corporate  name  was  ^'Franklin  Knitting  Mills  (Inc.)»"  which  cor- 
poration was  engaged  in  commerce  and  had  been  chartered,  oiigan- 
ized,  and  engaged  in  business  since  the  year  1909,  for  some  time 
previous  to  the  time  that  respondents  adopted  and  selected  their 
name  and  began  their  business;  that  the  said  Franklin  Knitting 
Mills  (Inc.)  conducted  its  business  at  511  East  Seventy-second 
Street,  in  the  city  of  New  York,  in  the  State  of  New  York,  where 
it  manufactured  and  knitted  a  part  of  the  goods  sold  by  it,  and 
also  had  a  sales  house  at  200  Fifth  Avenue,  in  the  city  of  New  York, 
and  is  still  actively  engaged  in  conducting  its  business,  and  while 
it  was  so  conducting  its  business  the  respondents  chose  and  adopted 
the  name  of  Franklin  Knitting  Mills  and  operated  and  conducted 
the  same  general -kind  of  business  of  buying  and  selling  knitted 
goods  and  other  merchandise,  and  the  said  respondents,  although  diey 
have  adopted  the  name  of  Franklin  Knitting  Mills  and  continued 
to  conduct  their  business  under  such  name,  do  not  manufacture  or 
knit  any  of  the  goods  sold  by  them. 

Pah.  5.  That  by  reason  of  the  facts  in  this  complaint,  hereinbe- 
fore set  out,  the  respondents,  Adolph  Braude  and  Louis  Braude,  by 
adopting  and  continuing  to  use  the  name  of  Franklin  Ejiitting 
Mills,  which  is  similar  to  the  name  of  the  New  York  corporation 
whose  corporate  name  is  Franklin  Knitting  Mills  (Inc.),  which  was 
engaged  in  business  when  respondents'  firm  was  organized,  both  in  the 
city  of  Philadelphia  and  the  city  of  New  York,  and  in  using  the 
words  ^^  Knitting  Mills,"  indicating  that  they  knit  or  manufacture 
the  goods,  or  part  of  the  goods,  sold  by  them,  are  [using]  unfair  meth- 
ods of  competition  in  commerce  in  violation  of  section  5  of  the  Fed- 
eral Trade  Conmiission  act  approved  September  26,  1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Septem- 
ber 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a  com- 
plaint upon  the  respondents,  Adolph  Braude  and  Loois  Braude,  doing 
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business  as  Franklin  Knitting  Mills,  charging  them  with  the  use  of 
unfair  methods  of  competition  in  commerce  in  violation  of  the  pro- 
yisions  of  said  act. 

The  respondents  having  filed  their  answer  herein,  and  subsequently 
entered  their  appearance  by  their  attorneys,  Messrs.  Mingle,  Finkle- 
stein  &  Ehrich,  a  hearing  was  had  and  evidence  was  thereupon  intro- 
duced in  support  of  the  allegations  of  said  complaint  before  Byron  L. 
Shinn,  an  examiner  of  the  Federal  Trade  C!ommission,  theretofore 
daly  appointed. 

And  thereupon  counsel  for  respondents  stated,  during  such  hearing 
and  before  said  examiner,  that  it  was  ^own  that  respondents'  use  of 
the  name  ^^  Franklin  Knitting  Mills  "  had  caused  confusion  in  the 
public  mind,  and  that  similar  conflict  and  confusion  might  arise  in 
the  future,  and  that  respondents  would  not  in  the  future  conduct  their 
business  under  such  name,  and  that  respondents  consented  that  the 
Federal  Trade  Commission  enter  such  order  in  this  regard  as  it 
deemed  necessary,  all  of  which  will  more  fully  appear  from  the  files 
and  record  of  this  cause. 

And  thereupon  this  proceeding  came  on  for  final  disposition,  and 
the  Commission,  having  duly  considered  the  record,  and  being  now 
fully  advised  in  the  premises,  makes  this  its  findings  as  to  the  facts 
and  conclusion. 

FINDINGS  AS  TO  THE  FACTS. 

.  Paragraph  1.  That  the  said  Adolph  Braude  and  Louis  Braude  are 
partners,  and  have  been  since  1913,  conducting  business  under  the 
style  and  firm  name  of  Franklin  Knitting  Mills,  at  811  North  Frank- 
lin Street,  in  the  city  of  Philadelphia,  in  the  State  of  Pennsylvania, 
and  also  at  1182  Broadway,  in  the  city  of  New  York,  in  the  State  of 
New  York;  that  the  said  respondents  have  their  principal  office  and 
place  of  business  at  811  North  Franklin  Street,  in  the  city  of  Phila- 
delphia, in  the  State  of  Pennsylvania,  and  a  branch  office  and  place 
of  business  at  1182  Broadway,  in  the  city  of  New  York,  in  the  State 
of  New  York,  and  are  engaged  in  the  business  of  buying  and  selling 
knitted  goods  and  other  merchandise,  as  wholesale  merchants  or 
jobbers. 

Par.  2.  That  the  said  Adolph  Braude  and  Louis  Braude,  conduct- 
ing their  business  under  the  style  and  firm  name  of  Franklin  Knit- 
ting Mills,  have  been  continuously  for  a  year  last  past,  and  still 
are,  engaged  in  commerce,  as  defined  by  the  act  of  Congress  ap- 
proved September  26,  1914,  entitled  "An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes'';  that  their  business  consists  of  buying  and  selling  knitted 
goods  in  the  city  of  Philadelphia,  in  the  State  of  Pennsylvania,  and 
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the  dty  of  New  York,  in  the  State  of  New  York,  and  transporting 
said  goods  and  merchandise  among  other  States  and  Territories  of 
the  United  States  and  the  District  of  Columbia,  and  there  is  con- 
tinually, and  has  been  at  all  times  within  the  year  last  past,  and  for 
a  longer  period  of  time,  a  constant  current  of  trade,  in  commerce,  by 
said  respondents  in  such  knitted  goods  among  and  between  the  va- 
rious States  of  the  United  States,  the  Territories  thereof,  and  the 
District  of  Columbia,  to  and  through  the  city  of  Philadelphia,  in  the 
State  of  Pennsylvania,  and  the  city  of  New  York,  in  the  State  of 
New  York,  and  therefrom  through  other  States  of  the  United  States, 
the  Territories  thereof,  and  the  District  of  Columbia,  in  direct  com- 
petition with  other  persons,  partnerships,  and  corporations,  similarly 
engaged  in  buying,  selling,  and  transporting  knitted  goods,  in  and 
through  the  several  States  of  the  United  States,  the  Territories 
thereof,  and  the  District  of  Columbia. 

Pab.  3.  That  in  1909  the  Franklin  Knitting  Mills,  of  New  York, 
was  duly  and  lawfully  organized  as  a  corporation,  adopting  and 
using  such  name  as  its  corporate  name,  which  name*  it  has  used  and 
enjoyed  continuously  from  such  time  down  to  the  present  time,  and 
still  uses  and  enjoys  such  name,  as. its  corporate  and  business  name. 
That  said  Franklin  Knitting  Mills,  of  New  York,  is  and  has  been 
since  such  time  engaged  in  the  manufacture  and  production  of 
knitted  fabrics,  and  particularly  of  silk-knitted  fabrics,  such  as 
knitted  underwear,  mufflers,  sweaters,  scarfs,  etc.  That  the  prin- 
cipal place  of  business  of  said  Franklin  Knitting  Mills,  of  New  York, 
was  and  is  at  511  East  Seventy-second  Street,  in  the  city  of  New 
York,  State  of  New  York,  where  it  manufactures  the  goods  sold  by 
it;  and  the  showroom  and  sales  house  of  said  Franklin  Knitting 
Mills,  of  New  York,  was  and  is  at  200  Fifth  Avenue,  in  said  city  and 
State.  That  said  Franklin  Knitting  Mills,  of  New  York,  maintained 
for  a  considerable  time  a  branch  office  or  agency  in  the  city  of  Phila- 
delphia, State  of  Pennsylvania.  That  said  Franklin  Knitting  Mills, 
of  New  York,  has  been  since  the  time  aforesaid  and  is  now  also 
engaged  in  the  sale  and  distribution  of  the  said  products  manufac- 
tured by  it,  as  aforesaid,  in  and  through  the  several  States  of  the 
United  States,  the  Territories  thereof,  and  the  District  of  Columbia. 
That  said  Franklin  Knitting  Mills,  of  New  York,  when  organized 
and  incorporated  in  1909,  as  afpresaid,  took  over  the  business,  assets, 
trade  name,  etc.,  of  a  concern  known  as  Baron  &  Shafter,  which  con- 
cern had  for  a  considerable  time  prior  to  1909,  when  it  was  taken  over 
by  said  Franklin  Knitting  Mills,  of  New  York,  as  aforesaid,  <!on- 
ducted  its  business  of  manufacturing,  selling,  and  distributing 
knitted  goods  under  the  trade  name  of  Franklin  Knitting  Mills, 
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Par.  4.  That  said  Franklin  Knitting  Mills,  of  New  York,  while 
engaged  in  the  manufacture,  distribution,  and  sale  of  knitted  goods, 
as  aforesaid,  had  built  up  and  now  enjoys  a  business  of  considerable 
magnitude  and  importance.  That  it  always  dealt  with  its  customers 
and  sold  its  aforesaid  knitted  goods  imder  its  corporate  name, 
Franklin  Knitting  Mills,  of  New  York;  and  was  widely  known  to 
the  trade  and  public  generally  under  such  name,  and  no  other,  and 
the  knitted  goods  manufactured  and  sold  by  it  were  widely  and 
favorably  known  to  the  public  as  the  goods  of  the  Franklin  Knitting 
Mills,  of  New  York. 

Par.  5.  That  notwithstanding  the  trade  and  business  enjoyed  by 
Franklin  Kjiitting  Mills,  of  New  York,  under  such  name,  and  the 
valuable  good  will  of  said  Franklin  Knitting  Mills,  of  New  York,  in 
such  name,  the  respondents,  Adolph  Braude  and  Louis  Braude,  as 
aforesaid,  adopted  as  their  trade  name  ''  Franklin  Knitting  Mills," 
the  same  name  as  the  corporate  and  business  name  of  Franklin  Knit- 
ting Mills,  of  New  York.  That  under  the  name,  ^'  Franklin  Knitting 
Mills,"  respondents  sold  knitted  goods  to  divers  purchasers  in  the 
several  States  of  the  United  States,  the  Territories  thereof,  and  the 
District  of  Columbia,  as  aforesaid.  That  the  name  ''  Franklin  Knit- 
ting Mills,  of  New  York,"  appeared  upon  the  letterhead,  envelopes, 
invoices,  statements,  bUls,  and  all  other  stationery  used  in  its  busi- 
ness by  Franklin  Knitting  Mills,  of  New  York,  and  likewise  appeared 
upon  the  cards  used  by  its  salesmen.  That  upon  the  letterhead,  sta- 
tionery, etc.,  used  in  the  course  of  their  business  by  respondents,  ap- 
pear the  words:  '^Franklin  Knitting  Mills,  811  North  Franklin 
Street,  Philadelphia,  Pa.,  manufacturers  of  knit  wear."  That  the 
respondents  do  not  manufacture  the  knitted  goods  or  other  merchan- 
dise sold  and  distributed  by  them,  but  are  wholesalers  or  jobbers, 
as  aforesaid.  That  Franklin  Knitting  Mills,  of  New  York,  main- 
tained for  a  considerable  time  a  branch  office  or  agency  in  the  city 
of  Philadelphia,  State  of  Pennsylvania,  as  aforesaid.  That  the  nat- 
ural effect  and  tendency  of  the  use  of  such  name  by  respondents,  as 
aforesaid,  was  and  is  to  mislead  and  deceive  the  purchasing  public, 
and  to  lead  the  public  to  believe  that  respondents  were  one  and  the 
same  concern  as  Franklin  Knitting  Mills,  of  New  York,  and  that 
the  knitted  goods  sold  and  distributed  by  respondents  were  the 
knitted  goods  manufactured,  sold,  and  distiibuted  by  Franklin  Knit- 
ting Mills,  of  New  York.  That  on  several  occasions  the  purchasing 
public  has  been  so  misled  and  deceived,  as  aforesaid,  and  misled  and 
confused  as  to  the  identity  of  respondents,  taking  them  to  be  one  and 
the  same  as  Franklin  Knitting  Mills,  of  New  York. 
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Par.  6.  That  pursuant  to  the  provisions  of  an  act  of  the  Assembly 
of  the  Commonwealth  of  Pennsylvania,  approved  June  28, 1917,  and 
entitled,  "An  act  making  it  unlawful  for  any  individual  or  individ- 
uals to  carry  on  or  conduct  any  business  under  an  assumed  or  fictitious 
name,  style,  or  designation  unless  upon  the  filing  of  a  certificate  to 
that  effect  in  the  office  of  the  secretary  of  the  Commonwealth  and 
of  the  prothonotary,  etc.,"  under  date  of  January  31,  1918,  one  of 
said  respondents,  to  wit,  Adolph  Braude,  filed  such  certificate,  stat- 
ing that  he  was  "  Carrying  on  business  under  the  assumed  or  fictitious 
name,  style,  or  designation  of  Franklin  Knitting  Mills,  with  place  of 
business  "  in  the  city  of  Philadelphia,  State  of  Pennsylvania. 

CONCLUSION. 

That  the  practices  of  the  said  respondents,  xmder  the  conditions 
and  circumstances  described  in  the  foregoing  findings,  are  unfair 
methods  of  competition  in  interstate  commerce,  and  constitute  a 
violation  of  the  act  of  Congress  approved  September  26,  1914,  en- 
titled, "An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondents,  and  the  testimony  and  evidence,  and  the  Commission 
having  made  its  findings  as  to  the  facts  with  its  conclusion,  that  the 
resppndents  have  violated  the  provisions  of  the  act  of  Congress, 
approved  September  26,  1914,  entitled  "An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes," 

It  is  now  ordered^  That  the  respondents,  Adolph  Braude  and 
Louis  Braude,  copartners,  doing  business  under  the  trade  name  and 
style  of  Franklin  Knitting  Mills,  do  cease  and  desist  from  directly 
or  indirectly,  either  severally  as  individuals  or  jointly  as  a  partner- 
ship, or  otherwise,  umng  the  words  "  Franklin  Knitting  Mills,"  in 
connection  with  any  advertising,  or  offering  for  sale,  or  sale  of 
knitted  merchandise  such  as  knitted  cloth,  vests,  sweaters,  and  neck- 
wear. 

It  is  further  ordered^  That  the  respondents,  within  30  days  after 
the  receipt  of  a  copy  of  this  order,  report  in  writing  to  the  Com- 
mission the  manner  and  extent  to  which  compliance  with  thb  order 
has  been  made  by  said  respondents. 
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V. 

MONTGOMERY  WARD  &  COMPANY. 

OOMFLAINT  IN  THE  ICATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  6  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  610— December  6,  1920. 

Syllabus. 

Where  a  mall-order  house  In  Its  catalogues  falsely  advertised  that  a  liquid 
roof  cement  there  offered  contained  no  coal  tar,  and  prominently  displayed 
a  guarantee  that  **  We  promise  you  that  every  article  illustrated  or  priced 
In  this  book  will  reach  you  precisely  as  described  '* ;  with  the  tendency  and 
effect  thereby  of  misleading  and  deceiving  the  purchasing  public : 

Held^  That  such  false  and  misleading  advertising,  under  the  circumstances  set 
forth,  constituted  an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Montgomery  Ward  &  Co., 
hereinafter  referred  to  as  respondent,  has  been  and  is  now  using  unr 
fair  methods  of  competition  in  commerce  in  violation  of  the  pro- 
visions of  section  5  of  an  act  of  Congress  entitled  ^^An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,''  approved  September  26, 1914,  and  it  appearing  that 
a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of  the 
public,  issues  this  complaint,  stating  its  charges  in  that  respect  on 
information  and  belief  as  follows : 

Paragraph  1.  That  the  said  Montgomery  Ward  &  Co.  is  a.  corpora- 
tion organized,  existing,  and  doing  business  under  and  by  virtue  of 
the  laws  of  the  State  of  Illinois,  with  its  principal  office  and  place 
of  business  located  in  the  city  of  Chicago,  in  said  State. 

Par.  2.  That  the  respondent  is  now  and  for  more  than  two  years. 
last  past  has  been  engaged  in  the  business  of  selling  throughout  the 
various  States  and  Territories  of  the  United  States  and  the  District 
of  Columbia,  various  machines,  instruments,  preparations,  supplies, 
clothing,  furnishings,  building  materials,  roofing  preparations,  and 
other  articles  in  competition  with  other  persons,  firms,  copartner- 
ships, and  corporations  similarly  engaged,  and  there  is  now  and  has 
been  at  all  times  hereinafter  mentioned  a  constant  current  of  trade 
in  oonunerce  in  said  various  machines,  instruments,  preparations, 
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supplies,  clothing,  furnishings,  building  materials,  roofing  prepara- 
tions, and  other  articles  among  and  between  the  various  States  of 
the  United  States,  the  Territories  thereof,  and  the  District  of  Colum- 
bia, especially  to  and  through  the  city  of  Chicago  in  the  State  of 
Illinois,  and  therefrom  to  and  through  other  States  of  the  United 
States  and  Territories  thereof,  the  District  of  Columbia,  and  foreign 
countries. 

Par.  3.  That  the  respondent  has  been  for  more  than  two  years 
last  past,  and  still  is,  doing  business  as  a  mail-order  house  and  dis- 
tributes throughout  the  various  States  and  Territories  of  the  United 
States,  the  District  of  Columbia,  and  foreign  countries,  printed 
catalogues  in  which  it  advertises  the  various  articles  it  offers  for 
sale;  that  the  respondent  has  been  within  two  years  last  past,  and 
still  is,  by  means  of  advertisements  in  its  said  catalogues,  offering  for 
sale  a  liquid  roofing  cement  in  which  said  advertisements  the  re- 
spondent represents  that  the  said  liquid  roofing  cement  so  advertised 
by  it  for  sale  contains  no  coal  tar,  when  in  truth  and  in  fact  the  said 
liquid  roofing  cement  so  offered  for  sale  by  the  respondent  and  repre- 
sented by  the  respondent  to  contain  no  coal  tar  does  contain  coal  tar, 
which  respondent  has  well  known;  that  such  advertisements  are 
false  and  misleading  because  in  truth  and  in  fact,  as  respondent 
well  knows,  said  liquid  roofing  cement  does  contain  coal  tar. 

Par.  4.  That  by  reason  of  the  facts  hereinbefore  alleged  the  re- 
spondent is  and  has  been  using  imfair  methods  of  competition  in 
commerce  in  violation  of  the  provisions  of  section  5  of  an  act  of  Con- 
gress entitled:  ''An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,"  approved 
September  26, 1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  Montgomery  Ward  &  Co.,  charging 
it  with  the  use  of  unfair  noethods  of  competition  in  commerce,  in 
violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorney, 
George  R.  Durgan,  Esq.,  and  filed  its  answer  herein,  an  agreed  state- 
ment of  facts  was  thereupon  executed  by  counsel  for  respondent  and 
the  chief  counsel  for  the  Commission  and  duly  filed  in  this  cause, 
said  agreed  statement  of  facts  being  in  lieu  of  evidence,  no  testimony 
being  taken  or  other  evidence  offered  hereinw 
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The  respondent,  by  such  agreed  statement  of  facts,  agreed  to  waive 
oral  argument  and  the  privilege  of  filing  a  written  brief,  and  con- 
sented that  the  Commission  should  thereupon  make  and  enter  its 
report  of  findings  as  to  the  facts,  and  its  order,  disposing  of  this 
cause. 

And  thereupon  the  Commission,  having  duly  considered  the  record, 
and  being  now  fully  advised  in  the  premises,  makes  this  its  findings 
as  to  the  facts  and  conclusion : 

FINDINGS  AS  TO  THE  FACTS. 
•  ^^ 

Pabaorafh  1.  That  the  respondent,  Montgomery  Ward  &,  Co.,  is 
a  corporation  organized,  existing,  and  doing  business  under  and  by 
virtue  of  the  laws  of  the  State  of  Illinois,  with  its  principal  office 
and  place  of  business  in  the  city  of  Chicago,  in  said  State. 

Par.  2.  That  the  respondent  is  now  and  for  more  than  two 
years  last  past  has  been  engaged  in  the  business  of  selling  throughout 
the  various  States  and  Territories  of  the  United  States,  and  the 
District  of  Columbia,  various  machines,  instruments,  preparations, 
supplies,  clothing,  furnishings,  building  materials,  roofing  prepara- 
tions, and  other  articles,  in  competition  with  other  persons,  firms, 
copartnerships,  and  corporations  similarly  engaged;  and  there  is 
now  and  has  been  at  all  times  hereinafter  mentioned  a  constant  cur- 
rent in  trade  and  commerce  in  the  said  various  machines,  instru- 
ments, preparations,  supplies,  clothing,  furnishings,  building  mate- 
rials, roofing  preparations,  and  other  articles,  among  and  between 
the  various  States  of  the  United  States,  the  Territories  thereof,  and 
the  District  of  Columbia,  especially  to  and  through  the  city  of 
Chicago,  in  the  State  of  Illinois,  and  therefrom  to  and  through  the 
other  States  of  the  United  States  and  the  Territories  thereof,  the 
District  of  Columbia,  and  foreign  countries. 

Pab.  3.  That  the  respondent  has  been  for  more  than  two  years  last 
past  doing  business  as  a  mail-order  house  and  distributing  through- 
out the  various  States  and  Territories  of  the  United  States,  the 
District  of  Columbia,  and  foreign  countries  printed  catalogues  in 
which  it  advertises  various  articles  it  offers  for  sale ;  and  that  the  re- 
spondent has  been,  for  more  than  two  years  last  past,  by  means  of 
advertisements  in  its  said  catalogues,  offering  for 'sale  a  liquid  roof 
cement,  in  which  said  advertisements  respondent  has  represented  that 
said  liquid  roof  cement  contains  no  coal  tar.  That  said  representa- 
tion was  false,  because  said  liquid  roof  cement  did  in  truth  and  fact 
contain  coal  tar,  all  of  which  respondent  knew  or  ought  to  have 
known.    That  such  false  representation  in  such  advertisement  in  said 
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catalogues  tended  to  and  did  deceive  and  mislead  the  purchasing 
public  and  tended  to  and  did  cause  the  purchasing  public  to  believe 
that  respondent's  liquid  roof  cement  contained  no  coal  tar,  whereas 
in  truth  and  fact  such  liquid  roof  cement  did  contain  coal  tar. 

Par.  4.  That  in  the  fore  pages  of  each  of  the  aforesaid  catalogues 
of  respondent  appeared  a  prominently  displayed  guaranty,  in  sub- 
stance as  follows: 

We  promise  you  that  every  article  lUustrated  or  priced  in  this  book  will 
reach  you  precisely  as  described. 

That  the  aforesaid  false  representation,  that  said  Jiquid  roof 
cement  contained  no  coal  tar,  together  with  the  aforesaid  guaranty, 
that  every  article  described  in  such  catalogues  would  reach  the  pur- 
chaser exactly  as  described,  tended  to  and  did  mislead  and  deceive  the 
purchasing  public,  and  cause  them  to  believe  that  respondent's  liquid 
roof  cement  contained  no  coal  tar,  whereas  in  truth  and  fact  such 
liquid  roof  cement  did  contain  coal  tar. 

Par.  5.  That  there  was  no  evidence  to  show  that  the  respondent  did 
in  fact  know  that  the  said  liquid' roof  cement  did  contain  coal  tar. 

Par.  6.  That  on  or  about  January  14,  1920,  the  respondent  being 
informed  by  a  representative  of  the  Federal  Trade  Commission  of 
said  false  and  misleading  advertisement,  discontinued  the  further  sale 
of  said  liquid  roof  cement,  advertised  as  aforesaid.   * 

CONCLUSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26, 1914,  entitled  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  answer  of  the  re- 
spondent, and  the  agreed  statement  of  facts,  duly  and  regularly  filed 
herein  in  lieu  of  testimony  and  as  the  evidence  in  this  case,  and  the 
Commission  having  made  its  findings  as  to  the  facts  with  its  conclu- 
sion that  the  respondent  has  violated  the  provisions  of  the  act  of 
Congress  approved  September  26,  1914,  entitled  "An  act  to  create  n 
Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes," 


MONTGOMERY  WARD  Sb  GO.  155 

■  • 

IBl  Order. 

It  is  now  ordered^  that  the  respondent,  Montgomery  Ward  &  Co., 
and  its  officers,  representatives,  agents,  and  servants,  do  cease  and 
desist: 

From  publishing,  circulating,  or  causing  to  be  published  or  circu- 
lated, throughout  the  several  States  of  the  United  States,  the  Terri- 
tories thereof,  the  District  of  Columbia,  or  foreign  countries,  any 
representation,  whether  in  respondent's  catalogues,  advertisements, 
or  otherwise,  that  liquid  roof  cement,  sold  or  offered  for  sale  by  re- 
spondent, contains  no  coal  tar,  unless  such  liquid  roof  cement  does  in 
truth  and  in  fact  contain  no  coal  tan 
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FEDERAL  TRADE  COMMISSION 

V. 

WAVERLY  BROWN,  MRS.  WAVERLY  BROWN,  AND  JOHN 
T.  CONLEY,  TRADING  AS  ILLINOIS  STORAGE  CO.,  CHI- 
CAGO STORAGE  CO.,  CHICAGO  STORAGE  SALES  CO., 
AND  TYROLIA  TALKING  MACHINE  CO. 

C50MPL.AINT  IN  THE  MATTEB  OF  THE  ALLEGED  VIOLATIOK  OF  SECTION  6  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  574.— December  21,  1920. 

Syllabus  : 

Where  persons  regularly  engaged  In  the  manufacture*  and  sale  by  mall,  of 
phonographs  resembling  well-known  makes, 

(a)  Adopted  the  trade  names  Illinois  Storage  Co.,  Chicago  Storage  Co.,  and 
Chicago  Storage  Sales  Co.,  for  the  purpose,  and  with  the  effect,  of  deceiving 
purchasers  and  the  public  generally  as  to  the  tme  nature  of  their  business; 

(h)  Falsely  advertised  under  one  of  their  various  trade  names  (1)  that  the 
phonographs  advertised  had  been  stored  for  safe-keeping  and  were  offered 
for  sale  to  cover  unpaid  storage  charges;  (2)  that  in  the  course  of  their 
storage  and  warehouse  business  they  had  come  Into  possession  of  a  single 
phonograph  or  single  lots  of  phonographs,  never  removed  from  the  original 
crates  in  which  shipped  from  the  factory,  now  offered  for  sale  for  the 
purpose  of  covering  unpaid  storage ; 
(c)  Advertised  under  their  individual  names,  offering  for  sale  slightly  used 
phonographs  of  standard  makes  of  great  value,  at  abnormal  and  unusual 
reductions  from  full  standard  prices,  for  the  purpose,  and  with  the  effect  of, 
misleading  purchasers  and  the  public  generally  into  believing  that  the 
advertiser,  as  a  householder,  was  offering  an  instrument  theretofore  pur- 
chased for  his  own  use,  the  fact  being  that  the  phonographs  offered  were 
manufactured  to  sell,  and  were  customarily  sold,  by  said  persons  at  less 
than  one-third  of  the  price  at  which  advertised ; 

All  for  the  purpose  of  disposing  of  new  phonographs  manufactured  by  them 
under  the  name  of  the  Tyrolla  Talking  Sf achlne  Co. : 

Held,  That  such  false  and  misleading  advertising,  under  the  circumstances  set 
forth,  constituted  unfair  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from 
a  preliminary  investigation  made  by  it  that  Waverly  Brown,  Mrs. 
Waverly  Brown,  and  T.  F,  Conley,  copartners  trading  under  the 
name  and  style  of  Illinois  Storage  Co.,  Chicago  Storage  Co.,  Chicago 
Storage  Sales  Co.,  and  Tyrolia  Talking  Machine  Co.,  hereinafter 
referred  to  as  respondents,  have  been  and  are  using  unfair  methods 
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of  competition  in  interstate  commerce  in  violation  of  the  provisions 
of  section  5  of  an  act  of  Congress,  approved  September  26,  1914, 
entitled  "An  act  to  create  a  Federal  Trade  Commission,  to  define 
its  powers  and  dutieiS,  and  for  other  purposes,"  and  it  appearing 
that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  that 
respect  on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondents  are  now,  and  since  March, 
1919,  have  been  operating  a  business  in  the  city  of  Wilmette,  in  the 
State  of  Illinois;  that  the  business  so  conducted  consists  and  has 
consisted  of  the  manufacture  and  sale  in  commerce  among  the 
several  States  and  Territories  of  the  United  States,  and  the  Dis- 
trict of  Columbia,  of  phonographs,  resembling  in  appearance  but 
inferior  in  quality  to  phonographs  made  by  well-known  manu- 
facturers, said  phonographs  being  sold  direct  to  purchasers  and  users 
thereof  by  means  of  catalogue  and  other  advertising  matter,  in 
direct  competition  with  other  firms,  corporations,  copartnerships, 
and  persons. 

Par.  2.  Thatrsaid  respondents  in  the  course  of  their  said  business, 
made  use  of  catalogues  and  other  advertising  matter  which  is  given 
general  circulation  throughout  the  States  and  Territories  of  the 
United  States,  and  the  District  of  Columbia;  that  said  catalogues 
and  advertising  matter  contain  representations  and  statements  cal- 
culated to  deceive  and  do  deceive  the  purchasing  public  into  the 
belief  that  slightly  used  phonographs  of  standard  make  of  highest 
value  are  being  offered  for  sale  by  private  owners  at  abnormal  and 
unusual  reductions  from  full  standard  resale  values,  when  in  truth 
and  in  fact  said  phonographs  are  not  privately  owned,  but  are  new 
and  unused  and  of  grade  and  quality  much  inferior  to  phonographs 
of  the  standard  makes  which  they  are  made  to  imitate,  and  are 
manufactured  by  respondent  to  sell  to  purchasers  and  users  thereof, 
and  are  sold  by  respondent  to  purchasers  and  users  thereof  for  less 
than  one-third  of  the  stamped  resale  price  at  which  they  are  listed 
in  respondent's  said  catalogues. 

Par.  3.  That  said  respondents,  in  the  course  of  their  said  business, 
make  use  of  catalogues  and  other  advertising  matter  which  is  given 
general  circulation  throughout  the  States  and  Territories  of  the 
United  States,  and  the  District  of  Columbia;  that  said  advertise- 
ments are  worded  so  as  to  deceive  and  do  deceive  the  purchasing 
public  into  the  belief  that  phonographs  so  advertised  have  been 
stored  for  safe-keeping  with  one  or  the  other  of  respondents,  Illinois 
Storage  Co.,  or  Chicago  Storage  Co.,  or  Chicago  Storage  Sales  Co., 
and  are  being  offered  for  sale  for  the  purpose  of  reimbursing  one  or 
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the  other  of  said  respondents  for  unpaid  storage  charges,  when  in 
truth  and  in  fact  such  phonographs  have  never  been  so  stored,  nor 
do  said  respondents  now  .nor  have  they  or  any  of  them  at  any  time 
since  March,  1919,  conducted  a  storage  or  warehouse  business  of  any 
kind,  but  respondents  have  been  and  are  using  the  titles  Illinois 
Storage  Co.,  Chicago  Storage  Co.,  and  Chicago  Storage  Sales  Co., 
as  sham  trade  names  for  the  purpose  and  with  the  effect  of  accom- 
plishing said  deceptions  in  aeUing  phonographs  of  their  own  man- 
ufacture. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress,  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
upon  two  of  the  respondents,  Waverly  Brown  and  Mrs.  Waverly 
Brown,  a  complaint  charging  each  of  them  with  the  use  of  unfair 
methods  of  competition  in  commerce  in  violation  of  the  provisions 
of  said  act.  John  T.  Conley,  properly  a  respondent  in  the  said  pro- 
ceeding in  the  place  and  stead  of  one  T.  F.  Conley,  named  in  the 
original  complaint  as  one  of  the  respondents,  waived  the  issuance 
and  service  upon  him  of  a  complaint  amended  so  as  to  name' him 
a  respondent  and  agreed  to  come  into  this  proceeding  and  submit, 
for  the  purpose  of  jurisdiction,  to  such  order  as  the  Commission 
might  make  in  disposing  of  this  proceeding,  with  the  same  force 
and  effect  as  if  the  said  John  T.  Conley  had  been  originally  made  a 
party  to  the  said  proceeding  by  being  named  as  a  respondent  in  the 
complaint  and  by  having  been  served  with  a  copy  of  the  complaint 
and  by  having  been  given  an  opportunity  to  answer  the  said  com- 
plaint. 

Hearings  were  had  and  evidence  was  thereupon  introduced  in 
support  of  the  allegatioQs  of  said  complaint  before  an  examiner  of 
the  Federal  Trade  Commission,  theretofore  duly  appointed. 

Thereupon  this  proceeding  came  on  for  final  hearing,  and  the  Com- 
mission having  duly  considered  the  record  and  being  now  fully 
advised  in  the  premises,  makes  this  its  findings  as  to  the  facts  and 
its  conclusions : 

FINDIKOS  AS  TO  THE  FACTS. 

Pabagraph  1.  That  the  respondents,  Waverly  Brown  and  John  T. 
Conley,  in  the  period  from  March,  1919,  to  and  until  August,  1919, 
were  engaged  as  partners  at  Wilmette,'  111.,  in  the  business  of  manu- 
facturing phonographs,  resembling  in  appearance  those  made  by  well- 
known  manufacturers,  and  in  selling  the  same  in  commerce  among 
the  several  States  and  Territories  of  the  United  States  and  the  Dis- 
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trict  of  G)Iumbia,  in  competition  with  other  persons,  firms,  and  cor- 
porations similarly  engaged. 

The  said  respondents  in  the  sale  of  the  phonographs  made  by  them 
used  the  following  trade  names,  to  wit :  Illinois  Storage  Co.,  Chicago 
Storage  Co.,  and  Chicago  Storage  Sales  Co.  The  phonographs  made 
by  the  said  respondents  were  manufactured  by  them  under  the  trade 
name  of  the  Tyrolia  Talking  Machine  Co.  Mrs.  Waverly  Brown, 
one  of  the  respondents,  assisted  Waverly  Brown  and  John  T.  Conley, 
respondents,  in  the  sale  of  the  phonographs  manufactured  by  the 
said  Waverly  Brown  and  John  T.  Conley,  respondents. 

Par.  2.  The  phonographs  sold  by  the  respondents,  Waverly  Brown 
and  John  T.  Conley,  were  advertised  for  sale  by  means  of  newspaper 
advertisements,  catalogues,  correspondence,  and  such  other  ways 
peculiar  to  what  is  known  commonly  as  the  mail-order  business. 
The  newspaper  advertising  done  by  the  respondoits  was  of  the  fol- 
lowing two  classes,  viz : 

(a)  Advertisements  in  the  classified  advertising  columns  in  news- 
papers circulating  in  Illinois  and  Wisconsin,  in  which  the  names  of 
the  advertisers  were  given  as  Mrs,  Waverly  Brown  or  Waverly 
Brown,  which  advertisements  offered  for  sale  slightly  used  phono- 
graphs of  standard  makes  of  great  value,  at  abnormal  and  unusual 
reductions  from  full  standard  resale  prices.  These  advertisements 
did  not  disclose  that  .the  advertiser  was  engaged  in  the  business  of 
selling  phonographs  or  was  selling  phonographs  for  the  manu- 
facturers, but  conveyed  the  impression  that  the  advertiser  was  a 
householder  and  was  offering  for  sale  a  phonograph  which  had  been 
purchased  by  such  householder  for  his  own  use  and  which  had  been 
used  by  such  householder  only  a  short  time ; 

(6)  Advertisements  in  which  the  respondents,  Waverly  Brown 
and  John  T.  Conley,  used  the  following  trade  names :  Illinois  Storage 
Co.,  Chicago  Storage  Co.,  and  Chicago  Storage  Sales  Co.,  which  news- 
paper .advertisements,  together  with  the  catalogues  and  letters  used 
by  said  respondents,  contained  certain  false  and  misleading  state- 
ments as  follows : 

(1)  That  the  phonographs  sa  advertised  had  been  stored  for  safe- 
keeping with  one  or  another  of  the  storage  concerns  intended  to  be 
indicated  by  the  title  used,  and  that  such  phonographs  were  offered 
for  sale  for  the  purpose  of  reimbursing  such  storage  concern  for 
unpaid  storage  charges. 

(2)  That  said  respondents  were  regularly  engaged  in  the  storage 
and  warehouse  business,  and  by  reason  of  conducting  such  business, 
canie  into  possession  of  a  single  phonograph,  or  single  lots  of  phono- 
graphsi  which  had  never  been  removed  from  the  cases  in  which  they 
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were  crated  when  they  left  the  factory,  and  were  being  offered  for 
sale  by  said  respondents  for  the  purpose  of  reimbursing  them  for 
unpaid  storage  charges. 

Fas.  3.  The  phonographs  advertised  for  sale  by  respondents, 
Waverly  Brown  and  John  T.  Conley,  which  advertisements  were  in 
the  name  of  Waverly  Brown  and  Mrs.  Waverly  Brown,  were  new 
and  unused  phonographs,  and  the  supply  was  limited  only  by  the 
capacity  of  Waverly  Brown  and  John  T.  Conley,  respondents,  to  re- 
plenish through  manufacture  such  needs  as  the  said  Waverly  Brown, 
respondent,  and  Mrs,  Waverly  Brown,  respondent,  might  have 
through  answers  to  such  advertisements. 

Par.  4.  That  the  respondents,  Waverly  Brown  and  John  T.  Con- 
ley, from  March,  1919,  to  and  until  the  month  of  August,  1919,  during 
which  period  they  were  engaged  in  the  manufacture  and  sale  of 
phonographs  in  the  manner  herein  described,  were  not  engaged  in 
the  storage  and  warehouse  business,  but  were  regularly  engaged  in 
the  business  of  manufacturing  and  selling  phonographs  of  a  grade 
and  quality  which  were  manufactured  to  sell  at  resale  and  were  cus- 
tomarily sold  by  respondents  in  the  regular  course  of  their  business 
at  less  than  one-third  of  the  resale  price  ($250),  at  which  such  phono- 
graphs were  listed  in  the  advertising  matter  of  respondents;  that 
the  phonographs  dealt  in  by  such  respondents  in  the  period  herein- 
before mentioned  were  not  stored,  and  the  number  of  phonographs 
offered  for  sale  by  such  respondents'  advertisements  were  not  lim- 
ited as  advertised,  but  were  taken  from  respondents'  regular  stock, 
which  respondents  were  replenishing  from  time  to  time. 

Par.  5.  That  each  and  every  one  of  the  trade  names,  Illinois  Storage 
Co.,  Chicago  Storage  Co.,  and  Chicago  Storage  Sales  Co.,  was  used 
by  the  respondents,  Waverly  Brown  and  John  T.  Conley,  for  the 
purpose  and  with  the  effect  of  deceiving  purchasers  and  prospective 
purchasers  and  the  public  generally  into  believing  that  such  respond- 
ents were  conducting  the  business  of  storing  household  goods,  and 
for  the  purpose  and  with  the  effect  of  accomplishing  the  deception 
intended  by  the  use  of  the  false  and  misleading  statements  men- 
tioned in  subdivision  (b)  of  paragraph  2  hereof. 

Par.  6.  That  such  respondents,  Waverly  Brown  and  John  T.  Con- ' 
ley,  used  the  name  of  Mrs.  Waverly  Brown,  respondent,  with  her 
consent,  and  used  the  name  of  Waverly  Brown,  in  advertisements 
offering  phonographs  for  sale  for  the  purpose  and  with  the  effect  of 
deceiving  the  purchasers  and  prospective  purchasers  and  the  public 
generally  into  believing  that  such  purchasers  and  prospective  pur- 
chasers were  being  offered  a  phonograph  of  standard  make  of  certain 
resale  price,  to  wit,  $260,  which  said  phonograph  had  been  slightly 
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used,  when  in  truth  and  in  fact  the  respondents  intended,  by  the  use 
of  such  advertisements,  to  dispose  of  new  phonographs  manufac- 
tured by  them  under  the  name  of  the  Tyrolia  Talking  Machine  Co. 

GONCLI7BION8* 

The  practices  of  the  respondent  under  the  conditions  and  circum- 
stances described  in  the  foregoing  findings  are  unfair  methods  of 
competition  in  interstate  commerce  and  constitute  a  violation  of  the 
act  of  Congress,  approved  September  26,  1914,  entitled  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes.^' 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  testimony,  and 
evidence,  and  the  Commission  having  made  its  findings  as  to  the  facts 
with  the  conclusion  that  the  respondents  have  violated  the  provisions 
of  section  5  of  an  act  of  Congress,  approved  September  26,  1914, 
entitled  "An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes," 

It  is  now  ordered^  That  the  respondents,  Waverly  Brown,  Mrs. 
Waverly  Brown,  and  John  T.  Conley,  do  cease  and  desist  from  sell- 
ing in  interstate  commerce,  new  and  unused  phonographs,  manu- 
factured by  them  or  any  of  them,  or  dealt  in  by  them  or  by  any  of 
them  as  a  business,  by  means  of  advertising  matter,  circulated 
throughout  the  States  and  Territories  of  the  United  States,  having 
a  tendency  to  mislead  the  public  into  believing  that  slightly  used 
phonographs  of  standard  make  of  highest  values  are  being  offered 
for  sale  by  private  owners  at  abnormal  and  unusual  reductions  from 
full  standard  resale  prices,  when  in  truth  and  in  fact  said  phono- 
graphs are  new  and  unused  and  are  manufactured  by  Waverly  Brown 
and  John  T.  Conley,  respondents,  to  sell  to  purchasers  and  users 
thereof  and  are  sold  by  such  respondents  to  purchasers  and  users 
thereof  for  less  than  one-third  of  the  stamped  resale  price  at  which 
they  are  listed  in  the  catalogues  of  said  respondents. 

It  is  further  ordered^  That  the  respondents,  Waverly  Brown  and 
John  T.  Conley,  do  cease  and  desist  from  using  in  their  advertising 
matter,  circulated  throughout  the  States  and  Territories  of  the 
United  States,  and  in  the  sale  in  interstate  commerce  of  phonographs, 
any  of  the  following  trade  names,  to  wit:  Illinois  Storage  Co., 
CMcago  Storage  Co..  Chicago  Storage  Sales  Co.,  or  any  other  trade 
name  which  might  have  a  tendency  to  lead  the  public  into  believing 

74636*— 22 ^U 
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that  the  business  conducted  by  the  said  Waverly  Brown  and  John  T. 
Conley  is  that  of  storing  household  goods. 

It  is  further  ordered^  That  the  said  Waverly  Brown,  Mrs.  Waverly 
Brown,  and  John  T.  Conley,  shall  within  60  days  after  the  service 
of  a  copy  of  this  order  upon  them,  file  with  the  Commission  a 
report  in  writing  stating  in  detail  the  manner  in  which  this  order 
has  been  complied  with  and  conformed  to. 
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FEDERAL  TRADE  COMMISSION 

V, 

P.  TYRRELL  WARD,  TRADING  UNDER  THE  NAME  AND 

STYLE  OF  HOUSEHOLD  STORAGE  CO. 

OOMPLAINT  IN  THE  HATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION    6 
OF  AN  ACT  OF  CONGRESS  AFFROYED  SEPTEMBER  26,  1914. 

Docket  576.— December  21,  1920. 

Stllabits. 

Wli^re  ft  person  regularly  engaged  in  the  sale  by  mall  of  phonographs  resem- 
bling weli-lmown  makes, 

(a)  Adopted  the  trade  name  Household  Storage  Co.  for  the  purpose,  and  with 
the  effect,  of  decelying  purchasers  and  the  public  generally  as  to  the  true 
nature  of  his  buifiness ; 

(&)  Falsely  adyertised  (1)  that  in  the  course  of  his  storage  and  warehouse 
business  he  had  come  into  possession  of  a  single  phonograph  or  single 
lots  of  phonographs,  neyer  removed  from  the  original  crates  in  which 
shipped  from  the  factory,  of  a  value  greatly  in  excess  of  the  price  ai  which 
offered ;  and  (2)  that  such  offers  were  limited  to  a  single  phonograph  or 
lot,  and  would  not  again  be  made ;  and 

(e)  Offered  said  phonographs  at  less  than  one-third  of  the  prices  at  which 
listed  in  his  advertising  matter,  the  fact  being  that  such  phonographs  wer^ 
manufactured  to  sell,  and  were  customarily  sold,  by  him  at  the  prices  at 
which  offered : 

i7eld.  That  such  false  and  misleading  advertising,  under  the  circumstances  set 
forth,  constituted  unfair  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  P.  Tyrrell  Ward,  trading 
under  the  name  and  style  of  the  Household  Storage  Co.,  hereinafter 
referred  to  as  respondent,  has  been,  and  is,  using  unfair  methods 
of  competition  in  interstate  commerce  in  violation  of  the  provisions 
of  section  5  of  an  act  of  Congress,  approved  September  26,  1914, 
entitled  ''An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,"  and  it  appearing  that  a 
proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of  the 
public,  issues  this  complaint,  stating  its  charges  in  that  respect  on 
information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent  now  is,  and  for  more  than  a 
year  last  past  has  been,  operating  a  business  in  the  city  of  Chicago, 
in  the  State  of  Illinois:  that  the  business  so  conducted  consists  and 
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has  consisted  of  the  sale  in  commerce  among  the  several  States  and 
Territories  of  the  United  States,  and  the  District  of  Columbia,  of 
phonographs  resembling  in  appearance  but  inferior  in  quality  to 
phonographs  made  by  well-known  manufacturers,  which  respondent 
sells  direct  to  purchasers  and  users  thereof,  by  means  of  catalogues 
and  other  advertising  matter,  and  in  direct  competition  with  other 
persons,  firms,  and  corporations  similarly  engaged. 

Par.  2.  That  said  respondent,  in  the  course  of  his  business,  made 
use  of  catalogues  and  other  advertising  matter  which  is  given  gen- 
eral circulation  throughout  the  States  and  Territories  of  the  United 
States,  and  the  District  of  Columbia;  that  said  catalogues  and  ad- 
vertising matter  contain  certain  false  and  misleading  statements 
and  representations  concerning  respondent's  said  business  and  al- 
leged benefits  which  the  public  might  derive  from  trading  with  re- 
spondent; that  among  such  false  and  misleading  statements  and 
representations  are  statements  and  representations  to  the  effect  that 
respondent  is  regularly  engaged  in  the  storage  or  warehouse  business, 
and  by  reason  thereof  comes  into  possession  of  a  single  phonograph, 
or  of  single  lots  of  phonographs,  which  have  never  been  removed 
from  the  cases  in  which  they  left  the  factory ;  that  these  new  phono- 
graphs are  advertised  by  respondent  as  of  value  vastly  in  excess  of 
the  value  at  which  respondent  is  offering  them  for  sale  to  purchasers 
and  prospective  purchasers ;  that  such  offers  of  sale  are  limited  to  a 
single  phonograph,  or  a  single  lot  of  phonographs,  and  will  not 
again  be  so  offered,  when  in  truth  and  in  fact  respondent  is  not  now, 
and  for  more  than  a  year  last  past,  has  not  been  engaged  in  the  stor- 
age or  warehouse  business,  but  is  regularly  engaged  in  the  business 
of  merchandizing  phonographs  of  a  grade  and  quality  which  are 
manufactured  to  sell  at  resale  and  are  customarily  sold  at  resale  by 
respondent  in  the  regular  course  of  his  business  at  less  than  one-third 
of  the  resale  price  at  which  they  are  listed  in  respondent's  said  cata- 
logues ;  that  said  phonographs  have  not  been  so  stored,  and  the  num- 
ber so  offered  for  sale  are  not  limited  as  so  advertised,  but  are  taken 
from  respondent's  regular  trade  stock  which  can  be  and  is  replen- 
ished by  respondent  at  will ;  and  that  the  said  trade  name  is  so  used 
by  respondent  for  the  purpose  and  with  the  effect  of  accomplishing 
said  deceptions  in  the  sale  of  phonographs. 
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BEPOET,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  P.  Tyrrell  Ward,  trading  under 
the  name  and  style  of  Household  Storage  Co.,.  charging  him  with 
the  use  of  unfair  methods  of  competition  in  commerce  in  violation 
of  the  provisions  of  said  act. 

The  respondent  having  entered  his  appearance  and  having  filed 
his  answer  herein,  hearings  were  had,  and  evidence  was  thereupon 
introduced  in  support  of  the  allegations  of  said  complaint  and  on 
behalf  of  the  respondent  before  an  examiner  of  the  Federal  Trade 
Commission  theretofore  duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and 
the  Commission,  having  duly  considered  the  record  and  being  now 
fully  advised  in  the  premises  make  this  its  findings  as  to  the  facts 
and  conclusions:  • 

FINDINGS  AS  TO  THE  FACTS. 

Pabaorafh  1.  That  the  respondent,  in  the  period  from  November, 
1918,  to  and  until  the  month  of  March,  1920,  operated  a  business  in 
the  city  of  Chicago,  in  the  State  of  Illinois,  under  the  name  and  style 
of  Household  Storage  Co.,  which  business  consisted  of  the  sale  in 
commerce  among  the  several  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia,  of  phonographs  resembling  in 
appearance  those  made  by  well-known  manufacturers;  that  the  re- 
spondent, in  competition  with  other  persons,  firms,  and  corporations 
engaged  in  the  sale  of  phonographs  throughout  the  various  States 
and  Territories  of  the  United  States  and  the  District  of  Columbia, 
sold  phonographs  to  purchasers,  directly,  by  means  of  advertising 
matter,  catalogues,  correspondence,  and  such  other  ways  peculiar  to 
what  is  known  commonly  as  the  mail-order  business. 

Par.  2.  That,  the  advertising  matter  used  by  respondent  in  the 
course  of  his  business  contained  certain  false  and  misleading  state- 
ments, among  which  were  the  following,  viz : 

(a)  That  respondent  was  regularly  engaged  in  the  storage  and 
warehouse  business  and  by  reason  of  conducting  such  business  came 
into  possession  of  a  single  phonograph  or  single  lots  of  phonographs 
which  had  never  b^en  removed  from  the  cases  in  which  such  phono- 
graphs were  crated  when  they  left  the  factory. 

{b)  That  such  phonographs  were  of  a  value  vastly  in  eiccess  of 
the  price  at  which  respondent  offered  them  for  sale  to  purchasers 
and  prospective  purchasers ;  that  such  offers  of  sale  were  limited  to 
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a  single  phonograph  or  to  a  lot  of  single  phonographs  that  would 
not  again  be  made. 

Par.  3.  That  respondent  in  the  period  from  November,  1918,  to 
and  until  the  month  of  March,  1920,  during  which  period  he  was 
engaged  in  the  sale  of  phonographs  in  the  manner  hereinbefore  de- 
scribed, was  not  engaged  in  the  storage  or  warehouse  business  but 
was  regularly  engaged  in  the  business  of  sellmg  (>honograph8  of 
a  grade  and  quality  which  were  manufactured  to  sell  at  resale  and 
were  customarily  sold  at  resale  by  respondent  in  the  regular  course 
of  his  business  at  less  than  one-third  of  the  resale  price  ($250)  at 
which  such  phonographs  were  listed  in  the  advertising  matter  of 
respondent;  that  the  phonographs  dealt  in  by  the  respondent  in 
the  period  hereinbefore  mentioned  were  not  stored,  and  the  number 
of  phonographs  offered  for  sale  by  respondent's  advertisments  were 
not  limited  as  advertised  but  were  taken  from  respondent's  regular 
^ock,  to  replenish  which  the  respondent  had  made  arrangements 
with  the  manufacturer.   - 

Par.  4r.  That  the  trade  name  Household  Storage  Co.  was  used 
by  the  respondent  for  the  purpose  and  with  the  effect  of  deceiving 
purchasers  and  prospective  purchasers  and  the  public  generally  into 
believing  that  the  respondent  was  conducting  a  business  principally 
of  storing  household  goods  and  incidentally  selling  phonographs, 
and  for  the  purpose  and  with  the  effect  of  accomplishing  the  de- 
ceptions intended  by  the  use  of  the  false  and  mi^eading  statements 
set  forth  in  paragraph  2  hereof. 

OOKGLUSIONS. 

The  practices  of  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress,  approved  September  26,  1914,  entitled  ^An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

OR»ER  TO  GEASB  AKD  DESUTT. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondent,  the  testimony  and  evidence,  and  the  Commission  having 
made  its  findings  as  to  the  facts  with  its  conclusions  that  the  respond- 
ent has  violated  the  provisions  of  the  act  of  Congress  approved  Sep- 
tember 26,  1914,  entitled  ^An  act  to  create  a  Federal  Trade  Com* 
mission,  to  define  its  powers  and  duties,  and  for  other  purposes," 
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• 

It  U  now  arderedj  That  the  respondent,  P.  T3n:Tell  Ward,  and  his 
agents  and  employees  do  cease  and  desist  from  using  in  the  sale  in 
interstate  commerce  of  phonographs  the  trade  name  of  Household 
Storage  Co.,  or  any  other  trade  name  which  might  have  a  tendency 
to  lead  the  public  into  the  belief  that  the  business  conducted  by  the 
said  P.  Tyrrell  Ward  is  that  of  storing  household  goods. 

And  it  is  further  ordered^  That  the  said  P.  Tyrrell  Ward  shall, 
within  60  days  after  the  service  of  a  copy  of  this  order  upon  him, 
file  with  the  Commission  a  report  in  writing,  stating  in  detail  the 
manner  in  which  this  order  has  been  complied  with  and  conformed  to. 
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FEDERAL  TRADE  COMMISSION 

V, 

BOSTON  PIANO  &  MUSIC  COMPANY. 

COICFLAIKT  IN  THE  MATTER  OF  THE   ALLEGED  VIOLATION  OE   SECTION   S 
OF  AN  ACT  OF  CONGRESS  APPROVED  SEPTEICBER  26,  1914. 

Docket  277.— December  80,  1920. 

Syllabus. 

Where  a  corporation  engaged  in  the  purchase,  and  sale  to  retailers,  of  talking 
machines,  as  a  part  of  its  sales  plan  or  scheme,  and  acting  through  its 
agents, 

(0)  Used  a  printed  paper  or  instrument,  consisting  in  part  of  a  contract  and 
In'part  of  a  promissory  note,  which  printed  instrument  (1 )  was  falsely  and 
deceptively  worded;  (2)  contained  the  false  and  misleading  word  *'  order" 
in  large  type  on  that  part  of  the  Instrument  or  paper  constituting  the  con- 
tract; (3)  contained  the  words  "  Masterphone  Talking  Machine  Co.,  Owned 
and  Operated  by  Boston  Piano  &  Music  Co.  (Inc.),**  in  large  type  on  that 
part  of  the  instrument  constituting  the  contract,  the  fact  being  that 
"  Masterphone  Talking  Machine  Co.**  was  a  mere  trade  name  used  by  said 
corporation  for  the  purpose  and  with  the  effect  of  misleading  Its  customers 
into  believing  it  engaged  in  manufacturing; 

(&)  Falsely  represented  that  (1)  said  printed  Instruments  were  merely  orders 
for  machines  to  be  sent  on  approval;  (2)  its  advertising  and  service  cam- 
paign would  of  Itself  sell  tlie  machines;  (3)  its  agents  would  personally 
canvass  retail  merchants'  trade  and  lend  personal  service  in  a  selling 
'  campaign;  (4)  if  customers  failed  to  sell  the  machines  so  ordered,  the 
corporation  would  return  their  money;  and  (5)  customers  took  no  risk  and 
could  not  lose  on  the  transaction ; 

(o)  Misrepresented  (1)  the  kind  and  quality  of  the  machines,  (2)  their  pur- 
chase price  and  terms  of  payment;  (3)  the  amount,  quality,  and  character 
of  advertising  matter  and  advertising  service  furnished;  and  (4)  terms 
and  conditions  under  which  the  machines  would  be  taken  back; 

id)  Published  and  circulated  among  customers,  as  a  part  of  its  plan  for  secur- 
ing the  signatures  to  said  printed  instruments,  a  catalogue  containing  a  cut 
representing  a  manufacturing  plant,  together  with  the  words  "Home  of 
the  Masterphone,  Adrian,  Mich.,**  for  the  purpose  and  with  a  tendency  and 
capacity  to  mislead  said  customers  into  believing  that  the  corporation 
manufactured  the  machines  sold  by  it,  the  fact  being  that  it  did  not  manu- 
facture, and  did  not  own,  lease,  occupy  or  operate  the  plant  represented; 

With  the  effect  that,  as  a  result  of  the  various  misrepresentations  above  set 
forth,  said  corporation  continuously  secured  signatures  of  customers  to 
said  printed  instruments; 

(e)  Stated  to  customers  seeking  to  cancel  their  contracts  that  such  action  was 
Impossible  because  commissions  had  been  paid  agents  and  printing  charges 
incurred,  which  statements  were  false;  and 
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(/)  Acting  in  collusion  with,  and  using  the  name  of,  a  third  party,  wrote  such 
customers  that  the  promissory  notes  were  now  in  the  hands  of  an  innocent 
third  party  for  value,  and  that  payment  thereof  was  demanded  under 
penalty  of  suit,  and  thereby  enforced  the  provisions  of  said  printed  instru- 
ments, and  deceived  customers  into  acquiescence  therein,  the  fact  being 
that  the  notes  in  the  hands  of  said  third  party  were  subject  to  the  same 
defenses  by  the  maker  as  though  they  had  remained  in  the  hands  of  the 
payee: 

Meld,  That  such  practices,  under  the  circumstances  set  forth,  constituted  unfair 
methods  of  competition. 

COMPLAINT, 

The  Federal  Trade  Cominissioiiy  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Boston  Piano  &  Music 
Co.,  hereinafter  referred  to  as  the  respondent,  has  been  and  is  using 
unfair  methods  of  competition  in  interstate  commerce  in  violation 
of  the  provisions  of  section  5  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  entitled  '^An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes,"  and 
it  appearing  that  a  proceeding  by  it  in  respect  thereof  would  be  to 
the  interest  of  the  public,  issues  this  complaint,  stating  its  charges  in 
that  respect  on  information  and  belief  as  follows : 

Pasaqraph  1.  The  respondent  is  now,  and  for  more  than  two  years 
last  past  has  been,  a  corporation  duly  organized  and  existing  under 
and  by  virtue  of  the  laws  of  the  State  of  Iowa,  with  its  principal 
office  and  place  of  business  at  Iowa  City,  in  said  State,  and  engaged 
in  the  business  of  buying,  selling,  and  shipping  talking  machines 
and  talking-machine  records  generally  in  commerce  to  retail  mer- 
chants located  in  the  various  States  of  the  United  States,  in  direct 
competition  with  other  persons,  firms,  copartnerships,  and  corpora- 
tions similarly  engaged. 

Pah.  2.  The  respondent  in  carrying  on  its  business,  purchases  talk- 
ing machines  with  the  name  ^^  Masterphone  "  imprinted  thereon  and 
talking-machine  records  from  manufacturers  thereof,  and  under  the 
trade  name,  Masterphone  Talking  Machine  Co.  sells  and  ships  th^ 
machines  and  records  ao  purchased  and  certain  advertising  matter 
to  be  used  in  advertising  the  same  to  various  retail  merchants  located 
in  numerous  States  of  the  United  States.  That  respondent  is  now, 
and  for  more  than  two  years  last  past  has  been,  negotiating,  effectingi 
and  consummating  such  sales  and  shipments  as  the  result,  and  by  the 
use  of,  a  sales  plan  consisting  of  false  representations,  fraudulent 
schemes,  devices,  and  practices,  among  which  are  the  following : 

Kespondent  employs  numerous  traveling  salesmen,  who  travel 
throughout  the  various  States,  calling  upon  retail,  merchants  and 
soliciting  orders  for  respondent's  machines,  rcjcords,  and  advertising 
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matter.  Respondent  supplies  its  salesmen  with  printed  forms  that 
appear  to  be  orders  or  offers  to  purchase,  but  which,  in  fact,  are, 
when  signed  by  the  prospective  purchaser  and  the  respondent's  sales- 
man, written  contracts.  Such  contracts  contain,  among  other  things, 
a  detailed  description  of  the  kind,  quality,  and  dimensions  of  the 
machine,  the  number  and  kind  of  records,  and  the  quantity  and 
character  of  advertising  matter  and  advertising  service  to  be  fur- 
nished by  the  respondent  thereunder;  a  statement  of  the  amount  of 
the  purchase  price  and  the  terms  of  payment  thereof;  the  price,  terms, 
and  conditions  under  which  subsequent  purchases  may  be  made;  an 
enumeration  of  various  acts  agreed  to  be  performed  by  the  parties 
thereto;  and  recitals  to  the  effect  that  any  changes  of  the  printed 
contract  to  be  binding  on  the  respondent  must  appear  in  writing 
thereon;  that  all  of  the  terms  and  conditions  under  which  the  ma- 
chines and  records  are  purchased  appear  therein,  and  that  the  pur- 
chaser has  read  and  understands  the  same. 

Respondent's  salesmen,  with  the  knowledge,  acquiescence,  and 
active  cooperation  of  respondent,  its  officers,  and  employees,  and  .for 
the  purpose  and  with  the  effect  of  sellii%  respondent's  machines, 
records,  and  advertising  matter,  and  inducing  purchasers  thereof  to 
sign  such  contracts  without  reading  or  understanding  the  nature, 
terms,  and  conditions  thereof,  misrepresent,  among  other  things,  the 
kind,  quality,  and  dimensions  of  respondent's  machines,  the  quantity 
and  character  of  the  advertising  matter  and  advertising  service  that 
will  be  furnished  by  respondent  to  purchasers  thereof,  the  amount 
of  the  purchase  price  and  the  terms  of  payment  thereof,  the  price  at 
and  the  terms  under  which  subsequent  purchases  may  be  made,  the 
various  acts  to  be  performed  by  the  respondent  and  said  purchasers ; 
and  falsely  represent,  among  other  things,  that  such  printed  forms 
are  merely  orders,  and  that  the  machines  ordered  therein  would  be 
sent  on  approval,  that  respondent  operates  its  own  factory  and 
manufactures  the  machines  sold  by  it,  that  the  purchaser  can  lose  no 
money  on  the  transaction,  that  respondent's  machines  are  better  than 
the  standard  makes  of  machines,  and  that  dealers  are  abandoning  the 
sale  of  Victor,  Edison,  and  other  standard  talking  machines  and 
engaging  in  the  sale  of  respondent's;  that  such  purchasers  will  be 
granted  the  exclusive  selling  rights  for  their  respective  territories, 
that  the  kinds,  quality,  and  value  of  the  machines,  records,  advertising 
matter,  and  advertising  service  to  be  sold  are  as  described  and  the 
purchase  price  is  as  stated  by  such  salesman,  that  respondent  will 
conduct  an  advertising  campaign  that  will  in  itself  sell  the  machines 
for  the  purchaser,  and  that  such  salesman  will  return  and  lend  his 
personal  aid  in  a  selling  campaign. 
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That  the  effects,  among  other  effects,  produced  by  respondent's 
acts  in  negotiating,  effecting,  and  consommating  the  sale  of  its  talking 
machines  in  the  manner  hereinbefore  described  is  to  stifle  and  suppress 
competition  in  the  sale  and  shipment  of  talking,  machines  in  inter- 
state commerce  and  to  deceive  and  mislead  purchasers  and  prospective 
purchasers  of  such  talking  machines. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Septem- 
ber 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a  com- 
plaint upon  the  respondent,  Boston  Piano  &  Music  Co.,  charging  it 
with  the  use  of  unfair  competition  in  commerce  in  violation  of  the 
provisions  of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorney,  and 
having  filed  its  answer  herein,  hearings  were  had  and  evidence  was 
thereupon  introduced  in  support  of  the  allegations  of  said  complaint, 
before  John  R.  Dowlan,  an  examiner  of  the  Federal  Trade  Commis- 
sion,  theretofore  duly  appointed,  the  respondent  appearing  before 
said  examiner,  but  declining  to  introduce  evidence  in  denial  thereof. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  heard  argument  of  counsel  and  duly  considered 
the  record,  and  being  now  fully  advised  in  the  premises,  makes  this 
its  findings  as  to  the  facts  and  conclusions: 

nKDINGS  AS  TO  THE  FACTS. 

Paraorafh  1.  That  the  respondent  is  a  corporation  organized  and 
existing  under  and  by  virtue  of  the  laws  of  the  State  of  Iowa,  having 
its  principal  office  and  place  of  business  located  at  the  city  of  Iowa 
City,  in  said  State,  and  is  now,  and  since  April,  1917,  has  been,  en- 
gaged in  the  business  of  purchasing  talking  odachines  from  the  Mano- 
phone  Corporation,  of  Adrian,  Mich. ;  the  Vitanola  Talking  Machine 
Co.,  of  Chicago,  111.,  and  the  Knittel  Co.,  of  Quincy,  IlL,  and  in  sell- 
ing and  shipping  said  talking  machines,  together  with  certain  talking 
machine  records  and  advertising  matter,  in  interstate  commerce,  to 
purchasers  thereof,  located  throughout  the  different  States  of  the 
United  States,  in  direct  competition  with  other  persons,  firms,  co- 
partnerships, and  corporations  similarly  engaged. 

Pab.  2.  That  the  respondent,  in  the  conduct  of  its  business,  is  now, 
and  since  April,  1917,  has  been,  selling  and  shipping  to  retail  mer- 
chants located  throughout  the  different  States  of  the  United  States 
its  talking  machines,  taUdng-machine  records,  and  advertising  matter 
by  the  use  and  as  the  result  of  a  sales  plan  or  scheme  conceived  and 
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deyised  by  respondent ;  that  respondent^  as  a  part  of  said  sales  plan 
or  scheme,  employed  agents  who,  acting  within  the  scope  of  their  em- 
ployment, traveled  throughout  the  different  States  of  the  United 
States  and  secured  signatures  of  said  retail  merchants  to  certain 
printed  instruments  supplied  said  agents  by  respondent;  that  said 
printed  instruments  consisted  of  one  paper,  part  of  which  consisted 
of  a  form  of  contract  and  part  of  which  consisted  of  a  form  of 
promissory  note;  that  said  printed  instruments  are  hereinafter  re- 
ferred to  and  designated  ''  printed  instruments  " ;  that  said  "  printed 
instruments  "  are  identical  with  or  similar  to  Commission's  Exhibits 
Nos.  1  and  15,  in  evidence  in  the  record  herein. 

Par.  3.  That  the  "  printed  instruments "  designed  and  used  by 
respondent  in  the  conduct  of  its  business,  as  aforesaid,  are  falsely  and 
deceptively  worded  and  are  surrounded  with  language  that  conceals 
and  covers  the  real  meaning,  character,  nature,  and  effect  of  said 
''  printed  instruments " ;  that  said  respondent,  through  the  acts  of 
its  agents  acting  within  the  scope  of  their  employment,  has  con- 
tinuously secured  signatures  to  said  ^^  printed  instruments  "  as  the 
result  of  the  deceptive  and  misleading  character  and  nature  of  said 
''  printed  instruments  "  and  as  the  result  of  false  and  misleading 
statements  and  representations  of  its  said  agents  concerning  the  char- 
acter, nature,  terms,  and  provisions  of  said  ^'  printed  instruments.^ 

Par.  4.  That  respondent,  for  the  purpose  and  with  the  intent  of 
deceiving  and  misleading  retail  merchants  into  signing  ^  printed 
instruments,"  printed  or  caused  to  be  printed  and  appear  in  large 
type  on  the  parts  of  said  '^  printed  instruments  "  constituting  forms 
of  contracts  the  word  ^ order";  that  said  Sprinted  instruments" 
constituting  forms  of  contracts  are  not  orders;  that  the  word 
^'  order  "  appearing  in  said  ^'  printed  instruments  "  is  false  and  mis^ 
leading  and  has  resulted  in  deceiving  and  misleading  said  retail 
merchants  and  has  enabled  respondent  to  secure  signatures  of  said 
retail  merchants  to  said  '^  printed  instruments." 

Par.  5.  That  the  respondent,  for  the  purpose  and  with  the  intent  of 
deceiving  and  misleading  retAil  merchants  into  signing  ^'printed 
instruments,"  printed  or  caused  to  be  printed  and  appear  in  large 
type  on  the  parts  of  said  ^  printed  iiistruments,"  constituting  forms 
of  contracts,  the  following  statement  or  representation — 

Masterphone  Talking  Machine  Co.,  owned  and  operated  by  Boston  Piano  & 
Music  Co.,  Inc. — 

which  statement  or  misrepresentation  is  misleading  and  has- resulted 
in  leading  said  retail  merchants  to  believe  that  respondent  was  en- 
gaged in  manufacturing  talking  machines,  whereas,  in  truth  and  in 
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fact,  respondent  has  noTer  manufactured  talking  machines,  and  in 
trath  and  in  fact  the  ^  Masta:phone  Talking  Machine  Co."  is  not  a 
company  operated  by  respondent,  but  is  a  mere  trade  name,  used  by 
respondent  for  the  purpose  and  with  the  intent  as  aforesaid. 

Pak«  6.  That  the  respondent,  for  the  purpose  and  with  the  intent  of 
deceiving  and  misleading  retail  merchants  into  signing  "printed 
instruments,"  is  now,  and  since  April,  1917,  has  been,  publishing 
and  circulating  among  retail  merchants  catalogues  in  whi6h  appeared 
a  certain  cut  or  picture  representing  a  manufacturing  plant,  and 
in  which  appeared  the  following  statement  or  representation : "  Home 
of  the  Masterphone,  Adrian,  Mich.";  that  said  cut  or  picture,  and 
statement  or  representation  are  designed  and  calculated,  and  have  a 
tendency  and  capacity  to  deceive  and  mislead  said  retail  merchants 
into  believing  that  respondent  manufactured  the  talking  machines 
sold  by  it,  whereas,  in  truth  and  in  fact,  respondent,  during  the 
time  in  which  it  published  and  circulated  said  catalogues,  had  no 
manufacturing  plant  and  did  not  manufacture  talking  machines 
and  did  not  own,  lease,  occupy,  or  operate  the  manufacturing  pilant 
represented  and  indicated  by  said  cut  or  picture,  and  in  truth  and 
in  fact  the  word  "Masterphone"  is  a  mere  trade  name,  imprinted 
or  stenciled  on  talking  machines  purchased  by  respondent  from  inde- 
pendent manufacturers  thereof. 

Par.  7.  That  respondent's  agents,  acting  within  the  scope  of  their 
employment,  and  with  the  knowlcvdge,  acquiescence,  and  support  of 
respondent,  have  continuously  secured  signatures  of  retail  merchants 
to  "  printed  instruments  "  as  the  result  of  the  following  statements 
and  representations,  all  of  which  were,  in  truth  and  in  fact,  false, 
misleading,  and  deceptive ;  that  "  printed  instruments  "  were  merely 
orders  and  that  talking  machines  ordered  therein  would  be  sent  on 
approval  and  could  be  returned  if  not  satisfactory;  that  respond- 
ent's advertising  and  service  campaign  would  itself  sell  talking  ma- 
chines ;  that  respondent's  agents  would  personally  canvass  retail  mer- 
chant's trade  and  lend  personal  service  in  a  selling  campaign;  that 
if  retail  merchants  failed  to  sell  talking  machines  ordered  under 
"*  printed  instruments,"  respondent  would  return  the  money  paid  for 
same;  that  retail  merchants  took  absolutely  no  risk  and  could  not 
lose  money  on  the  transaction. 

Pab.  8.  That  respondent's  agents,  acting  within  the  scope  of  their 
employment,  and  with  the  knowledge,  acquiescence,  and  support  of 
respondent,  have  continuously  secured  signatures  of  retail  merchants 
to  respondent's  "printed  instruments"  as  the  result  of  false  and 
misleading  statements  and  representations  concerning  (a)  the  kinds 
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and  quality  of  respondent's  talking  machines;  (5)  the  purchase  price 
and  the  terms  of  payment  of  respondent's  talking  machines ;  {c)  the 
amount,  the  quality,  and  the  character  of  the  advertising  matter  and 
the  advertising  service  respondent  furnishes;  {d)  the  terms  and  the 
conditions  under  which  respondent  will  repurchase  or  buy  back  talk- 
ing machines. 

Pab.  9.  That  the  respondent,  as  a  part  of  its  sales  plan,  after  re- 
ceiving the  executed  'Sprinted  instruments,"  detached  that  part 
thereof  which  constituted  the  promissory  notes  and  delivered  them 
to  one  O.  A.  Byington,  whose  office  is  on  the  same  floor  of  the  same 
building  as  that  of  respondeat,  under  pretence  of  sale  for  valuable 
consideration ;  that  O.  A.  Byington  knew  the  methods  and  pretences 
by  which  the  execution  of  said  notes  was  procured  and  that  the  notes 
in  his  hands  were  subject  to  the  same  defenses  by  the  maker  as 
though  they  had  remained  in  the  hands  of  the  payee. 

Pab.  10.  That  by  agreement  between  Byington  and  the  respondent, 
the  latter  was  responsible  to  Byington  for  the  notes  if  and  when 
actually  discounted  by  the  said  Byington  and  the  respondent  was 
permitted  by  Byington  to  act  in  Byington's  name  and  stead  for  the 
purpose  of  enforcing  payment  of  such  notes  by  the  makers  thereof; 
that  pursuant  to  such  agreement  it  was  the  practice  of  the  respondent 
by  its  president  to  write  letters  to  retail  merchants  who  desired  to 
cancel  their  contracts,  stating  that  the  cancellation  of  the  contract 
was  impossible  because  commissions  had  been  paid  to  the  agent 
thereon  and  printing  charges  incurred,  which  statements  were  false, 
and  in  conjunction  therewith  to  write  to  the  same  merchants  letters 
signed  with  the  name  of  O.  A.  Byington  and  purporting  to  be  ex- 
pressions by  him  as  a  holder  of  the  merchants'  notes,  for  value  and 
without  notice  of  any  defects  therein  or  defenses  thereto,  in  which 
payment  was  demanded  under  penalty  of  suit,  which  letters  were 
false  representations  made  by  the  respondent  company;  that  as  a 
result  of  such  false  representations  respondent  enforced,  the  pro- 
visions of  its  said  '*'  printed  instruments  "  and  deceived  its  customers 
into  an  acquiescence  therein. 

OONCLUSIOKS. 

The  practices  of  the  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce,  and  constitute  a  violation 
of  the  act  of  Congress  approved  September  26,  1914,  entitled  ^^An 
ad  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 
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OBDEB  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  re- 
q)ondent,  testimony  and  evidence,  and  the  argument  of  counsel,  and 
the  Commission  having  made  its  findings  as  to  the  facts  with  its 
conclusions,  that  the  respondent  has  violated  the  provisions  of  the 
act  of  Congress  approved  September  26,  1914,  entitled  "An  act  to 
create  a  Federal  Trade  Conmiission,  to  define  its  powers  and  duties, 
and  for  other  purposes,^^ 

It  is  now  ordered^  That  the  respondent,  Boston  Piano  &  Music 
Co.,  and  its  officers,  representatives,  agents,  servants,  and  employees, 
do  cease  and  desist  from  directly  or  indirectly : 

(1)  Using  any  instrument  or  document  or  instruments  or  docu- 
ments identical  with  or  similar  to  those  it  made  use  of  in  negoti- 
ating and  consummating  sales  of  its  talking  machines,  talking-ma- 
chine records,  and  advertising  matter  without  fully  explaining  to 
purchasers  the  true  nature,  character,  terms,  and  conditions  thereof. 

(2)  Defrauding  or  misleading  or  attempting  to  defraud  or  mis- 
lead purchasers  by  making  any  false  or  misleading  oral  statement 
or  representation,  or  by  circulating  any  false  or  misleading  state- 
ment or  representation,  in  any  letter,  advertisement,  catalogue,  or 
any  other  printed  matter  whatsoever;  (a)  concerning  the  terms  or 
the  conditions  or  the  provisions  of  any  contract,  order,  note,  or  other 
instrument  used  by  respondent  in  negotiating  and  consummating 
the  sales  of  its  talking  machines;  {b)  concerning  the  purchase  price 
or  the  terms  of  payment  of  the  kind  or  the  quality  of  the  respondent's 
talking  machines;  (c)  concerning  the  amount  or  the  quality  or  the 
character  of  respondent's  advertising  matter  and  advertising  service; 
{d)  that  respondent  is  engaged  in  the  business  of  manufacturing 
talking  machines  or  that  conveys  the  impression  that  respondent  is 
engaged  in  the  business  of  manufacturing  talking  machines. 

(3)  Defrauding  or  misleading  or  attempting  to  defraud  or  mis- 
lead purchasers  by  writing,  sending  forth,  or  forwarding,  as  the 
agent  of,  or  on  behalf  of,  any  person  or  persons  any  letter  or  other 
conmiunication  containing  any  false,  misleading,  or  deceptive  state- 
ment or  representation. 

(4)  Using  cuts  or  prints  or  pictures  in  advertisements,  catalogues, 
letterheads,  or  other  printed  matter  whatsoever,  wherein  respondent 
represents  to  purchasers  or  leads  purchasers  to  believe  that  respond- 
ent is  engaged  in  the  business  of  manufacturing  talking  machines. 

Bespondent  is  further  ordered  to  file  a  report  in  writing  with  the 
Commission  60  days  from  notice  hereof,  stating  in  detail  the  manner 
in  which  this  order  has  been  complied  with  and  conformed  to. 


176  FEDERAL  TRADE  COMMISSION  DECISIONS. 

Order.  8  F.T.C. 


FEDERAL  TRADE  COMMISSION 
ATLANTIC  REFINING  COMPANY. 

Docket  131.— December  31,  1920. 

ORDER  OF  RESCISSION. 

WHEREAS  a  complaint  was  heretofore,  to  wit,  on  the  13th  day  of 
May,  1918,  issued  by  the  Federal  Trade  Commission  against  the 
respondent  named  above,  charging  certain  violations  of  section  5 
of  an  act  of  Congress  approved  September  26,  1914,  entitled  "An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  and  charging  further  that  the  re- 
spondent has  violated  section  2  of  an  act  of  Congress  approved 
October  15, 1914,  entitled  "An  act  to  supplement  existing  laws  against 
unlawful  restraints  and  monopolies,  and  for  other  purposes,"  and 

WHEREAS  testimony  was  taken  in  said  cause,  and  it  appears  that 
the  complaint  should  have  been  amended  in  order  to  conform  to 
the  evidence  and  that  such  action  was  not  taken :  It  is,  therefore. 

Ordered^  That  the  findings  and  conclusions  and  the  order  to  cease 
and  desist,  dated  April  27,  1920,*  in  the  above-entitled  cause  be,  and 
the  same  are  hereby,  rescinded  and  vacated. 

^  See  II  F.  T.  C  857. 
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FEDERAL  TRADE  COMMISSION 

V. 

AMERICAN  MUTUAL  SEED  COMPANY. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTTION  6  OF 
AN  ACT  OF  G0NGRE88  APPROYED  SEFTEMBEH   26,    1914. 

Docket  53a— Jannary  8,  1921. 

Stulabus. 

Where  a  corporation  dealing  in  farm  and  grass  seeds,  chiefly  on  the  mail-order 
plan,  with  the  effect  of  misleading  the  public  and  embarrassing  competi- 
tors in  the  condnct  of  their  business, 

(a)  Falsely  advertised  that  all  its  seed  was  of  high  germination ; 

ib)  Advertised  that  all  its  seed  was  thoroughly  recleaned,  and  free  from  dirt 
and  weed  seeds,  especially  the  seed  of  noxious  weeds ;  that  it  had  installed 
in  Its  plant  cleaning  machinery  and  equipment  of  standard  design,  by  the 
proper  and  careful  use  of  which  weed  seed,  dirt,  and  other  foreign  matter 
might  be  removed  from  seed  so  that  It  would  meet  the  requirements  of 
pure-seed  laws;  the  fact  being  that  such  seed  did  contain  considerable 
quantities  of  weed  seed,  including  noxious  weeds,  as  well  as  dirt  and 
other  foreign  matter,  and  had  not  been  cleaned  of  seed  impurities ; 

(c)  Advertised  its  seed-testing  laboratory,  together  with  a  picture  thereof,  and 
made  the  fttise  and  misleading  claims  with  reference  to  the  testing  of  its 
seed  that  (1)  every  lot  of  seed  sent  out  was  subject  to  a  careful  purity  and 
germination  test;  (2)  every  bag  must  come  up  to  its  standard  of  purity 
and  germination  before  being  shipped;  (8)  a  purchaser  knew  before  sow- 
ing its  seed  that  it  would  produce  results,  and  there  was  no  guesswork 
about  such  seed;  and  (4)  its  seed-testing  laboratory  was  in  charge  of  an 
expert  seed  analyst; 

id)  Advertised  that  every  bag  of  seed  shipped  was  tagged  to  show  the  purity 
and  germination  thereof  and  that  full  information  was  given  with  every 
bag,  which  claims  were  false  and  misleading; 

(e)  Advertised  three  grades  of  seed,  namely,  "  Pinnacle  brand  *'  (extra  fancy), 
"Universal  brand"  (fancy),  and  "Bcohomy  brand"  (choice),  and  made 
for  these  brands  varying  claims  of  excellence,  the  fact  being  that  samples 
of  each  brand  showed  on  analysis  weed  seed  and  other  impurities,  including 
in  many  Instances  the  seed  of  noxious  weeds,  and  notwithstanding  the 
fact  that  it  had  established  no  standards  of  purity  for  Its  three  grades, 
analysis  of  "Economy  brand"  showing  the  samples  to  be  the  equal  of 
"  Pinnacle  brand  " ; 

if)  Advertised  and  sold,  under  the  brand  names  above  set  forth,  clover  seed 
of  various  kinds,  claiming  that  (1)  its  clover  seed  could  not  be  surpassed 
for  purity,  vitality,  hardiness,  stooling  qualities,  and  germination;  (2)  its 
cleaning  and  grading  machinery  made  it  possible  to  furnish  the  best  clover 
seed  that  could  be  bought;  and  (3).  clover  seed  bought  from  it  eliminated 
middlemen's  profits ;  which  claims  were  false  and  misleading ; 
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(g)  Advertised  and  sold,  tinder  the  brand  names  above  set  forth,  alfalfa  seed, 
claiming  that  (1)  Its  seed  stock  was  grown  exclusively  for  it  in  the  North- 
west and  its  buyers  were  sent  into,  those  sections,  where  the  seed  reached 
its  highest  perfection,  and  the  entire  output  of  the  whole  community  was 
bought;  (2)  its  s'tandard  grades  of  alfalfa  were  invariably  Nebraska 
grown;  (3)  it  bought  no  alfalfa  seed  after  it  had  reached  the  terminal 
market,  but  secured  it  direct  from  the  grower  so  that  it  knew  exactly  what 
was  being  furnished;  and  (4)  it  furnished  seed  direct  from  the  growers; 
which  claims  were  false  and  misleading; 

(h)  Advertised  and  sold,  under  the  brand  names  above  set  forth,  timothy  seed, 
claiming  that  (1)  seed  which  no  other  seed  firm  could  procure  was  offered; 
(2)  every  pound  in  stock  was  new-crop  seed;  -(3)  it  was  especially  well 
situated  to  furnish  the  best  seed  that  could  be  obtained  at  the  very  lowest 
price;  and  (4)  while  its  "Pinacle  brand'*  was  the  best  in  the  market,  its 
"Economy  brand"  was  choice  seed  and,  though  containing  more  hulled 
seed,  germinated  Just  as  well  and  was  especially  recommended;  which 
claims  were  false  and  misleading; 

(<)  Advertised  and  sold  certain  mixtures  of  grass  seed  as  alsike  and  timothy 
mixed;  clover,  alsike,  and  timothy  mixed;  and  red  clover  and  timothy 
mixed,  claiming  (1)  a  much  higher  proportion  of  alsike,  much  the  more  ex- 
pensive ingredient,  for  its  alsike  and  timothy  mixture  than  was  actually 
the  case ;  and  described  said  mixture  as  alsike  and  timothy,  notwithstanding 
the  generally  recognized  practice  in  the  seed  trade  of  putting  first  in  a 
seed  mixture  the  name  of  the  ingredient  which  predominated ;  the  fact  be- 
ing that  all  of  the  grass-seed  mixtures  above  referred  to  contained  large 
percentages  of  the  seed  of  various  kinds  of  weeds,  and  other  impurities,  and 
particularly  the  seed  of  noxious  weeds,  and  that  samples  showed  on  anlysis 
a  low  germinating  power ; 

(/)  Failed  to  advise  customers  that  its  seed  was  low  grade  or  that  it  mixed 
high-grade  and  low-grade  seeds,  or  that  certain  of  its  seed  contained 
noxious  weeds,  but  on  the  contrary  claimed  that  its  seed  was  high  grade, 
thoroughly  recleaned,  and  free  from  noxious  weed  seeds  and,  with  reference 
to  certain  varieties,  was  the  best  that  could  be  obtained ; 

(k)  Used  envelopes  to  send  out  samples  of  seed,  on  which  envelopes  were 
printed  statements  to  the  effect  that  (1)  all  its  brands  had  been  thoroughly 
recleaned;  (2)  its  "  Pinacle  brand *'  was  equal  if  not  superior  to  any  other 
seed  on  the  market;  (3)  its  "Universal  brand*'  contained  no  bad  weed 
seed;  and  (4)  its  "Economy  brand*'  contained  no  dangerous  weed  seed; 
all  of  which  statements  were  false  and  misleading ; 

Held,  That  such  acts,  and  each  of  them,  under  the  circumstances  set  forth, 
constituted  unfair  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  American  Mutual  Seed 
Co.,  hereinafter  referred  to  as  respondent,  has  been  and  is  using 
unfair  methods  of  competition  in  interstate  commerce  in  violation 
of  the  provisions  of  section  5  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914y  entitled  ^^An  act  to  create  a  Federal  Trade  Com- 
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mission,  to  define  its  powers  and  duties,  and  for  other  purposes," 
and  it  appearing  that  a  proceeding  by  it  in  respect  thereof  would  be 
to  the  interest  of  the  public,  issues  this  complaint,  stating  its  charges 
in  that  respect  on  information  and  belief  as  follows: 

Paragraph  1.  That  the  respondent,  the  American  Mutual  Seed 
Co.,  is  a  corporation  organized  and  existing  under  the  laws  of  the 
State  of  Illinois,  having  its  principal  office  and  place  of  business  in 
the  city  of  Chicago  in  said  State,  and  is  now,  and  for  more  than  one 
year  last  past,  has  been,  engaged  in  the  business  of  dealing  in  seeds, 
including  farm,  garden,  and  flower  seeds,  purchasing  its  supply  of 
seeds  from  growers  and  dealers  in  various  States  of  the  United  States 
and  causing  same  to  be  transported  from^  points,  both  within  and 
outside  the  State  of  Illinois,  where  same  are  resold  by  respondent 
upon  mail  orders  to  purchasers  in  the  various  States  of  the  United 
States  and  the  Territories  thereof,  and  respondent  causes  said  seeds 
to  be  transported  when  sold,  from  the  State  of  Illinois  through  and 
into  various  other  States  of  the  United  States  and  the  Territories 
thereof. 

Par.  2.  That  said  respondent,  in  the  course  of  its  business,  makes 
use  of  catalogues  and  other  advertising  matter,  which  are  given  gen- 
eral circulation  throughout  the  States  and  Territories  of  the  United 
States  and  in  the  District  of  Columbia,  which  said  catalogues  and 
advertising  matter  contain  certain  f^se  and  misleading  statements 
concerning  the  grade  and  quality  of  the  seeds  sold  by  said  respondent ; 
that  among  such  false  and  misleading  statements  are  statements  to 
the  effect  that  all  seeds  sold  by  respondent  are  sold  subject  to  State 
and  National  test  and  every  lot  of  seed  is  sampled  and  subjected  to 
a  germination  and  purity  test  before  it  is  sent  out,  so  that  it  is  known 
just  what  respondent  sends  to  its  customers ;  that  respondent  has  the 
most  modern  machinery  for  cleaning  and  grading  seeds,  whicn 
machinery  not  only  takes  out  the  dirt  and  weed  seeds,  but  the  light, 
small,  and  inferior  seeds  as  well;  that  respondent's  seed  stock  is 
grown  exclusively  for  it,  and  that  some  of  the  largest  growers  of 
seeds  send  to  respondent  their  entire  crop,  whereas  respondent  pro- 
cures its  supply  of  seeds  from  indiscriminate  seed  growers  and  some 
from  other  dealers  of  seeds  who  furnish  to  respondent  the  cheaper, 
inferior,  and  rejected  grades  of  seed,  and  respondent  has  become  an 
outlet  for  the  marketing  of  low-grade,  inferior  seeds,  which  con- 
tain large  quantities  of  seeds  of  noxious  weeds  which  overrun  the 
land  in  the  vicinity  in  which  the  seeds  are  planted  and  are  very 
difficult  to  eradicate. 
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REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  American  Mutual  Seed  Co.,  charging 
it  with  the  use  of  unfair  methods  of  competition  in  violation  of  the 
provisions  of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorneys, 
Jeffrey,  Campbell  &  Clark,  and  filed  its  answer  herein,  hearings  were 
had  and  evidence  was  thereupon  introduced  in  support  of  the  allega- 
tions of  said  complaint  and  in  behalf  of  the  respondent  before  ex- 
aminers of  the  Federal  Trade  Commission  theretofore  duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  heard  argument  of  counsel  and  duly  considered 
the  record,  and  being  now  fully  advised  in  the  premises,  makes  this 
its  findings  as  to  the  facts  and  conclusions : 

FINDINGS  AB  TO  THE  FACETS. 

Paragraph  1.  That  respondent,  American  Mutual  Seed  Co.,  is  and 
was  at  all  times  herein  mentioned  a  corporation  organized  and  exist- 
ing under  the  laws  of  the  State  of  Illinois,  having  its  principal  office 
and  place  of  business  in  the  city  of  Chicago  in  said  State. 

Par.  2.  That  respondent  was  organized  in  the  year  1916  and  ever 
since  has  been  engaged  in  the  business  of  dealing  in  farm  and  grass 
seed  at  Chicago,  111.,  aforesaid,  purchasing  its  seed  from  growers  and 
dealers  in  various  States,  causing  the  same  to  be  transported  from 
within  and  without  the  State  of  Illinois  to  the  city  of  Chicago,  and 
reselling  and  shipping  same  to  purchasers  in  the  various  States  and 
Territories  of  the  United  States,  and  the  District  of  Columbia. 

Par.  3.  That  respondent  conducts  a  large  part  of  its  said  business 
upon  the  mail-order  plan,  publishing  and  circulating  throughout 
the  United  States  annual  catalogues  and  other  advertising  matter 
containing  descriptions  of  the  various  kinds  and  grades  of  seed  sold 
by  it.  These  catalogues  are  sent  direct  to  farmers  and  to  those 
desirous  of  purchasing  seed,  and  they  in  turn  send  their  orders  to 
respondent  company  and  the  seed  is  shipped  to  them. 

Par.  4.  That  for  more  than  one  year  last  past,  and  specifically 
in  its  catalogue  published  for  the  year  1919,  and  other  advertising 
matter  distributed  by  it  throughout  the  various  States  and  Terri- 
tories of  the  United  States  as  aforesaid,  respondent  has  made  state- 
ments concerning  the  grade  and  quality  of  its  various  kinds  of  seed, 
and  to  effect  the  sale  thereof,  which  statements  are  in  many  par- 
ticulars false  and  misleading  and  calculated  to  mislead  purchasers 
and  prospective  purchasers  of  such  seed. 
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Par.  5.  That  in  its  1919  catalogue  respondent  represented  and 
guaranteed  its  seed  to  be  of  high  germination,  and  that  this  state- 
ment and  guarantee  applied  to  all  seed  sold  by  respondent;  said 
statement  is  and  was  in  fact  untrue  in  that  respondent's  seed  was 
and  is  not  all  of  high  germination,  as  shown  by  analyses  made  of 
various  samples  of  respondent's  seed  by  the  State  seed  analyses  of 
the  States  of  Wisconsin  and  New  York,  these  analyses  in  some  cases 
showing  germination  tests  as  low  as  48  and  72  per  cent. 

Par.  6.  That  in  its  1919  catalogue  and  its  other  advertising  matter, 
respondent  repeatedly  calls  attention  to  the  alleged  fact  that  its 
seed  is  all  thoroughly  recleaned  and  is  free  from  dirt  and  weed  seeds, 
including  in  particular  the  seed  of  what  are  declared  to  be  noxious 
or  dangerous  weeds  by  the  pure-seed  laws  of  many  of  the  States; 
that  these  statements  were  and  are  false  and  misleading  in  that  re- 
spondent's said  seed  did  in  fact  contain  considerable  quantities  of 
weed  seed,  including  noxious  weeds,  as  well  as  dirt  and  other  foreign 
matter,  and  had  not  been  cleaned  of  all  these  impurities  as  claimed 
by  respondent;  that  an  officer  of  respondent  admitted  selling  seed 
to  its  customers  containing  the  seed  of  noxious  or  dangerous  weeds. 

Par.  7.  That  respondent  has  installed  in  its  plant  cleaning  ma- 
chinery and  equipment  of  standard  design  similar  to  that  possessed 
by  other  companies  in  the  seed  business;  that  by  the  proper  and 
careful  use  of  this  type  of  machinery,  weed  seed,  dirt,  and  other 
foreign  matter  may  be  removed  from  seed  so  that  it  will  meet  the 
requirements  of  the  pure-seed  laws  of  the  several  States;  that  re- 
spondent did  not  properly  clean  all  its  seed  sold  to  its  customers  as 
shown  by  analyses  of  shipments  by  respondent  into  certain  States, 
made  by  the  seed  analysts  of  said  States,  such  analyses  showing  the 
presence  of  dirt  and  of  many  kinds  of  weed  seeds,  including  noxious 
or  dangerous  weeds,  and  in  certain  instances  said  noxious  weeds 
being  found  in  quantities  sufficient  to  condemn  the  seed  for  sale  in 

said  States. 
Par.  8.  That  in  its  1919  catalogue  respondent  calls  attention  to 

its  seed-testing  laboratory,  showing  a  picture  of  same,  and  makes 
various  claims  regarding  the  testing  of  its  seed,  among  such  state- 
ments being  the  following:  That  every  lot  of  seed  it  sends  out  is 
subject  to  a  certain  purity  and  germination  test;  that«very  bag  must 
come  up  to  its  standard  of  purity  and  germination  before  being 
shipped ;  that  a  purchaser  from  it  knows  before  sowing  its  seed  that 
it  will  produce  results,  and  that  there  is  no  guesswork  about  its  seed; 
that  its  seed-testing  laboratory  is  in  charge  of  an  expert  seed  analyst ; 
that  these  statements  were  and  are  false  and  misleading  in  that 
respondent  has  no  recognized  standard  of  purity  and  germination 
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for  its  seed,  and  in  many  cases  purchased  seed  from  other  seed  com- 
panies and  sent  said  seed  out  to  its  customers  without  making  a 
purity  and  germination  test  of  it;  that  from  February,  1919,  until 
the  summer  of  1919,  and  particularly  during  the  seed-selling  season, 
respondent  was  without  the  services  of  a  seed  analyst  and  relied  on  a 
casual  inspection  of  the  seed  it  purchased  from  growers,  and,  where 
available,  on  the  analyses  furnished  with  the  seed  it  purchased  from 
other  seed  companies  to  determine  the  purity  and  germination  of  the 
seed  it  sold  its  customers;  that  at  no  time  during  the  period  when 
it  was  without  the  services  of  a  seed  analyst  did  it  notify  its  cus- 
tomers or  prospective  customers  of  that  fact ;  that  during  this  period 
respondent  did  not  know  the  purity  or  germination  value  of  its  seed, 
or  what  the  results  would  be  to  its  customers  from  sowing  seed 
bought  from  it. 

Par.  9.  That  in  its  1919  catalogue  respondent  states  that  every  bag 
of  seed  shipped  by  it  carries  a  tag  stating  the  purity  and  germina- 
tion of  the  seed ;  that  the  tag  tells  the  percentage  of  seed  that  will 
germinate,  the  percentage  of  foreign  matter  and  weed  seed;  that 
it  gives  full  information  with  every  bag  of  seed  it  sells;  that  these 
statements  were  and  are  false  and  misleading  in  that  many  of  its 
shipments  do  not  give  any  information  as  to  the  purity  and  germi- 
nation of  the  seed,  and  in  certain  instances  where  such  information 
is  given  it  was  found  on  analysis  by  the  State  seed  analyst  of  the 
State  into  which  shipped,  that  the  information  given  did  not  accu- 
rately state  the  percentages  of  impurities  present  in  the  seed,  and 
in  no  instance  did  the  tag  show  the  presence  of  noxious  or  dangerous 
weeds,  as  required  by  the  State  law. 

Par.  10.  Tliat  respondent  offers  for  sale  three  grades  of  seed,  which 
it  calls  "  Pinnacle  brand  "  (extra  fancy) , "  Universal  brand  "  (fancy), 
"  Economy  brand "  (choice) ;  "  Pinnacle  brand "  being  the  finest 
grade  and  '^  Economy  brand  "  the  lowest.  That  it  claims  that  all  its 
grades  have  been  thoroughly  recleaned.  That  in  explaining  the 
necessity  of  handling  more  than  one  grade  of  seed,  respondent,  in 
its  1919  catalogue,  states  its  *'  Pinnacle  brand  "  is  "  perfection  itself," 
and  is  not  offered  in  competition  with  ordinary  grades.  That  in 
describing  its  brands  it  states  that  "Pinnacle  brand"  is  carefully 
graded  to  secure  seed  of  uniform  size,  and  is  "  hand-picked  seed  "  and 
the  best  that  grows ;  that  "  Universal  brand  "  has  been  thoroughly 
recleaned  and  is  one  of  the  highest  grades  of  seed ;  that  "  Economy 
brand"  has  been  thoroughly  recleaned  and  is  the  equal  of  many 
grades  sold  as  fancy  and  represented  to  be  the  best.  That  samples  of 
each  and  every  one  of  these  three  brands,  including  different  varieties 
of  seed,  have  been  analyzed  and  have  been  found  to  contain  weed 
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seed  and  other  impurities,  and  in  many  instances  the  seed  of  certain 
weeds  which  are  declared  to  be  noxious  weeds  by  the  pure-seed  laws 
of  the  various  States.  That  respondent  has  established  no  standards 
of  purity  for  its  three  grades,  as  shown  by  analyses  of  ^^  Economy 
brand,"  which  showed  the  samples  to  be  the  equal  of  ^  Pinnacle 
brand,"  and  analyses  of  '^Universal  brand,"  which  showed  it  to 
contain  many  kinds  of  weeds,  noxious  weeds,  and  other  impurities. 

Pab.  11.  That  respondent  has  advertised  and  sold  for  more  than 
one  year  last  past,  in  interstate  commerce,  clover  seed  of  various 
kinds,  including  medium  red  or  June  clover,  alsike  clover,  mammoth 
clover,  and  sweet  clover  of  various  kinds,  under  the  same  grades  and 
brand  names  as  hereinbefore  set  forth;  that  it  states  in  its  1919 
catalogue  with  reference  to  its  clover  seed :  ^^  Our  clover  seed  can  not 
be  surpassed  for  purity,  strong  vitality,  hardiness  and  stooling  quali- 
ties, and  as  all  our  seed  has  been  run  through  the  scarifying  machine, 
no  clover  seed  can  surpass  it  in  germination";  '^Our  superior 
cleaning  and  grading  machinery  makes  it  possible  for  us  to  furnish 
you  the  very  best  clover  seed  that  the  money  will  buy  " ;  "  *  *  * 
when  you  secure  it  [clover]  from  us  you  get  it  from  first  hands  and 
are  not  forced  to  pay  two  or  three  middlemen's  profits."  That  thes« 
statements  are  false  and  misleading  in  that,  as  hereinbefore  set  forth, 
all  its  brands  and  grades  do  contain  noxious  weed  seeds  and  other 
impurities.  That  16  samples  of  clover  seed  shipped  into  the  States 
of  Wisconsin  and  New  York  by  respondent  were  sent  to  the  official 
seed  analysts  of  said  States,  and  were  analyzed  by  them ;  that  out  of 
nine  shipments  into  Wisconsin,  eight  were  condemned  for  sale  in 
that  State  because  of  noxious  weed  content  in  excess  of  that  allowed 
by  law,  and  the  other  sample  showed  the  presence  of  a  noxious  weed ; 
and  in  seven  samples  analyzed  in  New  York,  all  contained  weed  seed 
of  various  kinds,  in  one  case  consisting  of  22  different  varieties,  in- 
cluding in  every  sample,  except  one,  the  seed  of  weeds  declared  to  be 
noxious  by  the  pure-seed  law  of  said  State.  That  respondent  buys 
a  large  proportion  of  its  clover  seed  from  other  seed  companies  and 
not  direct  from  the  grower. 

Pab.  12.  That  respondent  has  advertised  and  sold  for  more  than 
one  year  last  past  in  interstate  commerce,  alfalfa  seed,  under  the 
same  grades  and  brand  names  as  hereinbefore  set  forth;  that  it 
states  in  its  1919  catalogue,  with  reference  to  alfalfa  seed :  ^^  Our  seed 
stock  is  grown  exclusively  for  us  in  the  Northwest;  *  *  *  we 
send  our  buyers  right  into  those  sections  where  alfalfa  seed  is  grown 
in  the  highest  state  of  perfection,  and  buy  the  entire  output  of  the 
whole  community,  *  *  *  "  •  &<  Our  standard  grades  of  alfalfa  are  in- 
variably Nebraska  grown    *    *    *";    ^^ We  buy  no  alfalfa  seed  after 
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it  has  reached  the  tenuinal  market,  but  secure  it  direct  from  the 
grower,  and  then  we  know  just  what  we  are  furnishing  you  ".  "  We 
furnish  you  your  seed  direct  from  the  growers."  That  all  these 
statements  are  false  and  misleading  in  that  its  alfalfa  seed  is  not 
grown  exclusively  for  it  in  the  Northwest,  but  such  as  it  obtained 
from  that  section  is  bought  by  it  on  the  open  market  in  competition 
with  other  seed  companies,  and  it  does  not  buy  the  entire  output  of 
a  community  as  alleged  by  it;  that  respondent's  so-called  standard 
grades  of  alfalfa  are  not  all  grown  in  Nebraska,  as  admitted  by  re- 
spondent's secretary,  but,  in  fact,  during  1919  only  a  very  smaU  por- 
tion of  its  standard  grade  alfalfa  seed  came  from  Nebraska;  that 
the  terminal  market  for  alfalfa  seed  is  Kansas  City,  and  respondent 
purchased  large  quantities  of  alfalfa  from  dealers  in  said  city ;  that 
it  does  not  secure  all  its  alfalfa  direct  from  the  growers  as  alleged 
by  it,  as  it  purchased  a  large  proportion  of  its  alfalfa  requirements 
from  other  seed  companies,  and  does  not  know  in  many  instances 
where  the  seed  is  grown.  That  a  sample  of  Grimm  alfalfa  taken  from 
a  shipment  made  by  respondent  to  a  purchaser  in  Wisconsin  bore  a 
label  giving  the  purity  as  99.5  per  cent  and  germination  90  per  cent; 
on  analysis  by  the  State  seed  analyst  it  was  found  to  be  96.8  per  cent 
purity,  germination  82  per  cent,  and  contained  the  seeds  of  weeds 
declared  by  the  State  law  to  be  noxious  in  sufficient  quantities  to  con- 
demn the  shipment  for  sale  in  Wisconsin;  that  three  samples  of 
alfalfa  seed  sent  to  prospective  purchasers  in  the  State  of  New  York 
by  respondent,  marked  "Pinnacle  brand,"  "Universal  brand,"  and 
"  Economy  brand,"  were  analyzed  by  the  State  seed  analyst  of  said 
State ;  the  "  Pinnacle  brand  "  and  "  Economy  brand  "  were  found  to 
contain  the  seed  of  a  weed  considered  troublesome  under  the  State 
law,  and  the  "  Universal  brand  "  contained  the  seed  of  four  different 
weeds,  three  of  which  are  considered  noxious  weeds  under  the  pure- 
seed  law  of  said  State. 

Pab.  13.  That  respondent  has  advertised  and  sold  for  more  than 
one  year,  last  past  in  interstate  commerce,  timothy  seed  under  the  same 
grades  and  brand  names  as  hereinbefore  set  forth ;  that  it  states  in 
its  1919  catalogue  with  reference  to  timothy  seed:  "We  *  *  * 
offer  you  seed  which  no  other  seed  firm  can  procure  *  *  *"; 
"  Every  pound  of  timothy  which  we  have  in  stock  is  new  crop  seed 
*  *  *  we  are  especially  well  favored  to  furnish  you  the  best 
timothy  seed  to  be  obtained,  and  at  the  very  lowest  prices;" 
"  Our  ^  Pinnacle  brand '  is  the  best  that  is  in  the  market,  our '  Economy 
brand '  is  choice  seed,  but  contains  more  hulled  seed  *  *  *,  but  it 
germinates  just  as  good,  and  we  can  especially  recommend  the  seed 
to  you."    That  all  these  statements  are  false  and  misleading  in  that 
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respondent  is  not  able  to  obtain  superior  qualities  of  timothy  seed 
than  other  seed  companies ;  that  aU  of  respondent's  timothy  seed  is 
not  new  crop  seed,  as  it  purchases  large  quantities  of  timothy  from 
other  seed  companies,  and  does  not  know  in  every  instance  that  this 
seed  is  new  crop  seed;  that  respondent  does  not  handle  exclusively 
the  best  timothy  seed  to  be  obtained ;  that  respondent's  timothy  seed 
contains  weed  seed  and  other  impurities,  as  shown  by  certain  samples 
shipped  into  the  States  of  Wisconsin  and  New  York  by  respondent 
and  analyzed  by  the  official  seed  analysts  of  said  States;  one  shipment 
mto  Wisconsin  on  analysis  was  sdiiown  to  contain  the  seeds  of  a  weed 
considered  noxious  under  the  State  law  in  a  quantity  sufficient  to  con- 
demn the  sale  of  said  seed  in  that  State;  two  samples  shipped  into 
New  York  marked  ^^  Pinnacle  brand  "  and  '^  Economy  brand  "  were 
analyzed ;  the  ^^  Pinnacle  brand  ^'  contained  the  seeds  of  two  weeds 
c(msidered  troublesome  by  the  seed  law  of  the  State,  and  the  ^  Econ- 
omy brand  "  contained  the  seeds  of  eight  different  varieties  of  weeds, 
including  one  noxious  weed  and  two  different  varieties  of  crop  seeds. 
Pax.  14.  That  respondent  has  advertised  and  sold  for  more  than 
one  year  last  past  in  interstate  commerce  certain  mixtures  of  grass 
seed  which  it  calls  alsike  and  timothy  mixed;  clover,  alsike,  and 
timothy  mixed ;  red  clover  and  timothy  mixed ;  that  respondent  does 
not  sell  said  mixtures  under  the  various  grades  and  brand  names 
under  which  it  sells  its  other  grass  seeds,  as  hereinbefore  set  forth, 
but  only  sells  one  grade  of  these  seed  mixtures;  that  alsike  clover 
seed  costs  two  to  four  times  as  much  as  timothy  seed ;  that  respondent 
in  its  1919  catalogue  states  its  alsike  and  timothy  mixed  is  bought  in 
the  country  and  contains  about  one-third  alsike  and  two-thirds 
timothy.  That  said  statements  are  false  and  misleading  in  that  its 
alsike  and  timothy  mixture  does  not  contain  one-third  alsike  seed, 
but,  in  fact,  contains  generally  only  from  5  to  8  per  cent  alsike ;  that 
a  very  small  proportion,  if  any,  of  its  alsike  and  timothy  mixture  is 
purchased  in  the  country  as  represented  by  respondent,  but  that  in 
1919,  or  in  preparation  for  the  1919  seed  season,  respondent  purchased 
about  900,000  pouncfe  of  this  mixture  from  other  seed  companies,  of 
which  only  15,852  pounds  was  high-grade  seed ;  that  said  grass-seed 
mixtures  all  contained  in  large  percentage  the  seed  of  yarious  kinds 
of  weeds,  and  other  impurities,  and  particularly  the  seed  of  noxious 
weeds,  often  in  quantities  sufficient  to  condenm  the  seed  for  sale  in  the 
State  into  whidi  it  was  shipped;  that  the  secretary  of  respondent 
company  admitted  buying  a  large  quantity  of  low-grade  alsike  and 
timothy  mixed  seed  in  1919,  which  was  sold  to  its  customers,  and  that 
respondent  had  considerable  trouble  because  of  its  quality.  That  17 
samples  of  mixed  seed  of  the  varieties  oi^msd  above,  from  shipments 
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made  by  respondent  to  purchasers  in  the  States  of  Wisconsin  and 
New  York,  were  sent  to  the  official  seed  analysts  of  those  States,  and 
were  analyzed  by  them ;  that  said  shipments  were  shown  on  analysis 
to  be  generally  low  in  purity,  in  one  case  as  low  as  79.5  per  cent,  ger- 
minating power  of  the  various  crop  seed  comprising  the  mixture 
generally  low,  in  one  instance  being  48  per  cent,  foreign  seed  of 
various  kinds  amounting  to  as  much  as  15  per  cent,  including  various 
kinds  of  weed  seed,  ranging  from  15  to  33  different  varieties,  and 
from  3.75  to  6  x>^r  cent  inert  matter;  that  in  every  sample  analyzed 
the  seed  of  weeds  considered  noxious  under  the  pure-seed  laws  of  the 
above-mentioned  States  were  found  present,  in  many  cases  in  quanti- 
ties beyond  that  allowed  by  the  State  laws,  and  as  a  consequence  the 
shipments  in  such  cases  were  condemned  for  sale  in  said  States.  That 
it  is  generally  recognized  in  the  seed  trade  in  describing  a  seed  mix- 
ture, that  the  kind  of  seed  of  which  a  preponderance  is  present  in  the 
mixture,  shall  be  the  name  first  mentioned  in  describing  said  mixture, 
i.  e.,  if  there  is  a  larger  percentage  of  timothy  in  a  mixture  than  there 
is  of  alsike,  said  mixture  would  be  called  timothy  and  alsike  mixed, 
or  vice  versa ;  that  respondent  calls  its  mixture  alsike  and  timothy 
mixed,  and  said  mixture  only  contains  from  5  to  8  per  cent  alsike,  as 
shown  by  analyses  hereinbefore  referred  to. 

Par.  15.  That  respondent  purchases  large  quantities  of  various 
kinds  of  grass  seed  from  other  seed  companies,  which  seed  is  low 
grade  in  quality,  and  resells  said  seed  to  its  customers;  that  respond- 
ent admite  mixing  high-grade  seed  with  low-grade  seed  and  selling 
said  mixture  as  its  intermediate  grade ;  that  respondent  admits  buy- 
ing seed  containing  the  seed  of  noxious  weeds  and  reselling  said 
seed  to  its  customers;  that  respondent  did  not  notify  its  customers 
and  prospective  customer^  that  its  said  seed  was  low  grade,  nor  that 
it  mixed  its  high-grade  seed  and  low-grade  seed,  nor  that  certain 
of  its  seed  contained  noxious  weeds,  but  on  the  contrary  claimed  in 
its  catalogue  and  other  advertising  matter  that  said  seed  was  high 
grade,  thoroughly  recieaned,  and  free  from  noxious  or  dangerous 
weed  seed,  and  with  reference  to  certain  varieties  claimed  that  it  was 
the  best  seed  to  be  obtained  anywhere. 

Par.  16.  That  respondent  uses  certain  envelopes  to  send  out 
samples  of  its  seed  to  prospective  purchasers;  that  said  envelopes 
have  printed  on  them  descriptive  matter,  being  generally  the  same 
for  each  variety  of  seed,  but  differing  as  to  its  several  brands;  that 
it  states  on  these  envelopes  that  all  its  brands  have  been  carefuUj^ 
and  thoroughly  recieaned,  that  its  ^  Pinnacle  brand  "  is  equal  if  not 
superior  to  any  other  seed  on  the  market,  that  its  ^'  Universal  brand '' 
contains  no  bad  weed  seed,  and  that  its  ^^  Economy  brand  "  conta'ms 
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no  dangerous  weed  seed ;  that  all  these  statements  were  and  are  false 
and  misleading  in  that  analyses  of  samples  of  each  of  these  brands 
including  various  kinds  of  grass  seed  have  diown  said  seed  not  to  be 
thoroughly  and  carefully  recleaned,  and  to  contain  many  kinds  of 
weed  seed,  including  noxious  or  dangerous  weeds  of  different  varieties. 

Par.  17.  That  respondent  has  on  numerous  occasions  had  its  atten* 
tion  called  by  State  seed  analjrsts  to  the  fact  that  its  shipments  of 
seed  into  certain  of  the  States  did  not  comply  with  the  pure  seed  laws 
of  said  States,  and  it  has  on  various  occasions  stated  that  it  would 
comply  with  such  laws. 

Pab.  18.  That  the  effect  of  the  misrepresentations  above  set  forth 
is  to  mislead  the  public  and  to  embarrass  competitors  of  respondent 
in  the  conduct  of  their  business. 

CONCLUSIONS. 

That  the  methods  of  competition  set  forth  in  the  foregoing  findings 
of  facts  in  paragraphs  4  to  16,  inclusive,  and  each  and  all  of  them  are, 
under  the  circumstances  therein  set  forth,  unfair  methods  of  competi- 
tion in  interstate  commerce  in  violation  of  an  act  of  Congress  ap- 
proved September  26,  1914,  entitled,  ^'An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  answer  of  the  re- 
spondent, the  testimony  and  evidence,  and  the  argument  of  counsel, 
and  the  Commission  having  made  its  findings  as  to  the  facts,  with  its 
conclusions  that  the  respondent  has  violated  the  provisions  of  the  act 
of  Congress,  approved  September  26, 1914,  entitled  ^^An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes," 

It  is  ordered^  That  the  respondent,  American  Mutual  Seed  Co.,  its 
officers,  agents,  representatives,  servants,  and  employees,  cease  and 
desist  from: 

Publishing  or  circulating  any  catalogs  or  other  advertising  or  de- 
scriptive matter  containing  false  or  misleading  statements  as  to  the 
character  or  quality  of  the  seed  sold  by  it,  and  more  specifically  any 
false  and  misleading  statements  concerning : 

(a)  The  freedom  of  respondent's  seed  from  noxious  weed  seed  or 
other  impurities. 

(h)  The  germinating  qualities  Of  respondent's  seed. 

(o)  The  method  of  testing  its  seed  for  purity  and  germination* 
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(d)  The  manner  in  which  respondent  marks  or  tags  shipments  of 
its  seed. 

(e)  The  place  where  any  of  its  seed  are  grown* 

(/)  The  source  from  which  respondent  obtains  its  seed. 

(g)  Its  ability  to  secure  and  offer  for  sale  seed  superior  to  that 
offered  by  others. 

(A)  The  quantity  or  quality  of  the  constituent  elements  of  any  of 
respondent's  seed  mixtures. 

And  it  is  further  ordered^  That  respondent,  American  Mutual  Seed 
Co.,  shall  within  60  days  from  date  of  service  of  this  order  file  with 
the  Commission  a  report  setting  forth  in  detail  the  manner  and  form 
in  which  it  has  complied  with  the  order  of  the  Commission  herein  set 
forth. 


'A-., 


WINSTBD  HOSIERY  00.  189 

Complaint 


FEDERAL  TRADE  COMMISSION 
WINSTED  HOSIERY  COMPANY.* 

OOICPLAINT  IK  TPHE  MATTER  OT  THE  ALLEGED  VIOLATION  OE  SECIION  6  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1014. 

Docket  214.— January  14,  1021. 

Stllabits.  ' 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  knit  underwear, 
in  competition  with  manufacturers  and  Importers  of  underwear  composed 
wholly  of  wool,  and  also  with  manufacturers  and  importers  of  underwear 
composed  partly  of  cotton,  who  either  correctly  branded  and  labeled  their 
underwear  with  reference  to  composition  or  failed  to  brand  and  label  the 
same  at  all  in  that  respect;  branded,  labeled,  advertised  and  sold  certain 
lines  of  its  underwear  not  composed  wholly  of  wool,  but  the  fabric  of  which, 
due  to  its  manufacture  from  "  wool-spun  *'  yarns  composed  of  cotton  and 
wool,  was  soft  and  woolly,  as  *'Men*s  Natural  Merino  Shirts/*  "Men's 
Gray  Wool  Shirts,"  "Men's  Natural  Worsted  Shirts/'  "Australian  Wool 
Shirts,"  and  "  Men's  Natural  Wool  Shirts,"  and  thereby  misled  a  substan- 
tial part  of  the  purchasing  public  into  believing  that  such  goods  were  aU 
wool,  and  also  tended  to  encourage  and  aid  representations  to  consumers  to 
that  effect  by  ignorant  or  unscrupulous  retailers  and  sales  people : 

Heldf  That  such  branding,  labeling,  advertising  and  sales,  under  the  circum- 
stances set  forth,  constituted  unfair  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Winsted  Hosiery  Co., 
hereinafter  referred  to  as  the  respondent,  has  been  and  is  using  unfair 
methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  6  of  the  act  of  Congress,  approved  September 
26,  1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,"  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint  stating  its  charges  in  that  respect, 
on  information  and  belief  as  follows : 

Pakagraph  1.  That  the  respondent,  Winsted  Hosiery  Co.,  is  a  cor- 
poration organized,  existing,  and  doing  business  under  and  by  virtue 
of  the  laws  of  the  State  of  Connecticut,  having  its  principal  factory, 
office,  and  place  of  business  located  at  the  town  of  Winsted^  in  said 
State,  now  and  for  more  than  one  year  last  past  engaged  in  manufac- 
turing and  selling  underwear  throughout  the  States  and  Territories  of 

•Modified  and  new  findings.  Bee  footnote  on  pp.  190,  191,  and  original  findings  la 
n  V.  T.  C.  203  et  »eq. 
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the  United  States,  and  that  at  all  times  hereinafter  mentioned  re- 
spondent has  carried  on  and  conducted  such  business  in  competition 
with  other  persons,  firms,  copartnerships,  and  corporations  similarly 
engaged. 

Par.  2.  That  the  respondent,  Winsted  Hosiery  Co.,  in  the  conduct 
of  its  business,  manufactures  such  underwear  so  sold  by  it  in  its 
factory  located  at  the  town  of  Winsted,  State  of  Connecticut^  and 
purchases  and  enters  into  contracts  of  purchase  fqr  the  necessary 
component  materials  needed  therefor,  in  different  States  and  Ter- 
ritories of  the  United  States,  transporting  the  same  through  other 
States  of  the  United  States  in  and  to  said  town  of  Winsted,  where 
they  are  made  and  manufactured  into  the  finished  product  and  sold 
and  shipped  to  purchasers  thereof;  that  after  such  products  are  so 
manufactured,  they  are  continuously  moved  to,  from,  and  among 
other  States  and  Territories  of  the  United  States  and  the  District 
of  Columbia,  and  there  is  continuously  and  has  been  at  all  times  here- 
inafter mentioned,  a  constant  current  of  trade  in  commerce  in  said 
underwear  between  and  among  the  various  States  of  the  United 
States,  the  Territories  thereof,  and  the  District  of  Columbia,  and 
especially  to  and  through  the  town  of  Winsted,  State  of  Connecticut, 
and  therefi*om  to  and  through  other  States  of  the  United  States, 
the  Territories  thereof  and  the  District  of  Columbia. 

^Par.  3.  That  for  more  than  one  year  last  past  the  respondent, 
Winsted  Hosiery  Co.,  with  the  purpose,  intent,  and  effect  of  stifling 
and  suppressing  competition  in  the  manufacture  and  sale  of  under- 
wear in  interstate  commerce,  has  in  the  conduct  of  its  business  man- 
ufactured and  sold  in  commerce  aforesaid,  and  labeled,  advertised, 
and  branded  certain  lines  of  underwear  composed  of  but  a  small 
amount  of  wool  as  "Men's  Natural  Merino  Shirts,"  "Men's  Gray 
Wool  Shirts,"  Men's  Natural  Wool  Shirts,"  "  Men's  Natural  Worsted 
Shirts,"  "Australian  Wool  Shirts,"  That  such  advertisements, 
brands,  and  labels  are  false  and  misleading  and  calculated  and  de- 
signed to  and  do  deceive  the  trade  and  general  public  into  the  belief 
that  such  underwear  is  manufactured  and  made  and  composed  wholly 
of  wool. 

EEPORT,  MODIFIED  AND  NEW  FINDINGS  AS  TO  THE 
FACTS,  AND  RECOMMENDED  MODIFIED  ORDER.* 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent  charging  it  with  the  use  of  unfair 

•  UBited  states  Circuit  C611K  of  Appeals  for  the  Becoiu}  drevtt. 

Winsted  Hosiery  Company,  petitioner,  v.  Federal  Trade  Commission,  respondent. 
The  petitioner,  Winsted  Hosiery  Co.,  having  filed  In  this  court,  under  the  Drovlslons 
of  section  6  of  an  set  of  Congress  approved  September  26,  1914,  entitled  "  An  act  to 
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methods  of  competition  in  commerce  in  violation  of  the  provisions 
of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorney,  and 
filed  its  answer  herein,  a  statement  of  facts  was  agreed  upon  by 
counsel  for  the  Commission  and  for  the  respondent,  to  be  taken  in 
lieu  of  evidence,  and  findings  of  fact  and  conclusion  were  thereupon 
adopted  by  the  Commission  and  an  order  made  thereon,  dated  Jan- 
uary 29, 1920,  that  the  respondent  cease  and  desist  from  using  certain 
labels  alleged  in  the  complaint  herein,  except  as  provided  in  said 
order;  thereafter  the  respondent,  by  its  attorneys,  filed  with  the 
United  States  Circuit  Court  of  Appeals,  Second  Circuit,  a  petition  to 
review  said  order  as  provided  by  law,  and  notice  of  the  same  was 
duly  served  upon  the  Commission;  thereafter  application  was  made 
on  behalf  of  the  Commission  to  the  said  court  for  permission  to  take 
additional  evidence,  under  the  provisions  of  section  5  of  the  act  of 
Congress  approved  September  26,  1914,  and  by  an  order  dated 
October  18^  1920,  the  motion  was  granted  and  ninety  days  was  allowed 
within  which  to  take  such  evidence;  such  additional  evidence  there- 
after having  been  introduced  in  support  of  the  allegations  of  said 
complaint  before  Mr.  James  McKeag,  an  examiner  of  the  Federal 
Trade  Commission,  theretofore  duly  appointed,  and  an  opportunity 
having  been  given  to  the  respondent  to  in<^*oduce  evidence  on  its 
behalf,  and  respondent,  by  its  attorneys,  having  rested  without  the 
taking  of  evidence. 

Now,  in  accordance  with  the  provisions  of  section  5  of  the  act  of 
Congress  approved  September  26, 1914,  the  Commission  having  duly 
considered  the  record,  and  being  now  fully  advised  in  the  premises, 
modifies  its  findings  as  to  the  facts,  as  previously  adopted,  and  makes 
new  findings  by  reason  of  the  additional  evidence,  constituting  all 
its  findings  of  facts  herein,  as  follows : 

FINDINGS  AS  TO  THB  FACTS. 

Paragraph  1.  The  respondent,  Winsted  Hosiery  Co.,  is  and  has 
been  for  the  last  20  years  a  corporation  duly  incorporated  under  the 

create  a  Federal  Trade  Comminion.  to  define  its  powers  and  datles,  and  for  other 
imrposes,"  a  written  petition  for  review  of  an  order  Issned  by  the  Federal  Trade  Com- 
mission, the  respondent  herein,  directing  the  petitioner  to  cease  and  desist  from  the 
Qse  of  certain  labds  on  underwear  manufactured  by  It,  and  the  Federal  Trade  Commls- 
•lon»  under  another  provision  of  said  act,  haying  applied  to  this  court  for  leaye  to 
adduce  additional  eriaence  and  such  leave  having  been  gnnted  by  an  order  dated  October 
18,  1920,  as  follows :  "  A  motion  having  been  made  herein  by  counsel  for  the  respondent 
to  remand  this  proceeding  for  the  purpose  of  taking  further  testimony :  Upon  consldera- 
Hon  thereof  It  is  ordered  that  said  motion  be  and  hereby  Is  granted,  the  respondent  to  have 
90  days  from  the  date  hereof  within' which  to  take  such  evidence  "  ;  and  additional  evidence 
having  been  taken  by  respondent  in  puiBuance  of  said  order,  ^now  the  respondent,  the 
Federal  Trade  Commission,  makes  return  of  such  additional  evidence  to  this  court  and 
flics  therewith  its  modifled  and  new  findings  of  facts  and  it*  recommendation  for  the 
modification  of  its  original  order,  as  hereto  attached  : 

By  the  Commission : 

[SEAU]  (Signed)  Huston  Thompson,  Chairmam. 

Dated  this  14th  day  of  January,  A.  D.  1921. 

Attest: 

(Signed)  J.  P.  YoDiR,  Seoretanf, 
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laws  of  the  State  of  Connecticut,  and  is  and  has  heen  during  that 
time  engaged  in  the  manufacture  of  knit  underwear,  shirts  and  draw- 
ers, and  hosiery,  having  its  principal  place  of  business  and  factory  at 
Winstead,  Conn.,  and  a  branch  factory  at  Norfolk,  Conn.,  and  one  at 
Unionville,  Conn. ;  the  respondent  for  more  than  10  years  has  sold, 
and  now  sells,  its  products  of  knit  underwear,  including  men's  shirts 
and  drawers,  throughout  various  States  of  the  United  States,  and 
has  conducted  its  business  of  manufacture  and  sale,  as  above  de- 
scribed, in  competition  with  other  persons,  firms,  and  corporations 
similarly  engaged. 

Par.  2.  The  respondent  in  the  Conduct  of  its  business,  as  stated  in 
paragraph  1,  has  for  more  than  10  years  prior  to  October  30,  1918, 
the  date  of  the  issuance  of  the  complaint  herein,  sold  and  shipped  its 
products,  namely,  knit  underwear,  to  purchasers  thereof  located  in 
different  States  of  the  United  States;  and  during  the  time  named 
there  has  been^  constant  trade  and  commerce  in  such  products 
between  and  among  various  States  of  the  United  States.  For  the 
three  years  prior  to  October  81,  1918,  the  respondent's  sales  of  its 
products  of  knit  underwear  aggregated  $2,600,000. 

Par.  3.  Respondent  admits  by  its  answer  that  for  more  than  one 
year  prior  to  January,  1919,  it  has  in  the  conduct  of  its  business 
manufactured  and  sold  in  commerce  (as  set  forth  in  the  complaint 
herein)  and  labeled,  advertised,  and  branded  certain  lines  of  under- 
wear as  "  Men's  Natural  Merino  Shirts,"  "  Men's  Gray  Wool  Shirts," 
"Men's  Natural  Worsted  Shirts,"  "Australian  Wool  Shirts,"  and 
"  Men's  Natural  Wool  Shirts,"  and  that  such  underwear  is  not  com- 
posed wholly  of  wool. 

Par.  4.  The  methods  employed  by  the  respondent  in  labeling,  ad- 
vertising, and  branding  its  product  are  effective  to  carry  both  to  the 
retailer  and  the  ultimate  consumer  thereof,  the  representation  that 
such  garments  were  composed  wholly  of  wool,  and  in  the  absence  of 
technical  knowledge  in  either  the  retailer  or  the  consumer  tended  to 
create  the  belief  that  such  garments  were,  in  fact,  wholly  composed 
of  wool. 

Par.  5.  During  the  period  of  more  than  five  years  prior  to  October 
30,  1918,  labels  bearing  the  various  legends  set  out  in  paragraph  3 
have  been  pasted  on  or  attached  by  respondent  to' the  boxes  in  which 
it  sold  and  delivered  to  its  customers  underwear  manufactured  by  it ; 
said  labels  also  bore  respondent's  trade>mark,  consisting  of  the  words 
"  Winsted  Hosiery  Company  "  in  a  circle. 

Par.  6.  The  underwear  so  labeled,  advertised,  and  sold,  as  set  forth 
in  paragraphs  3  and  5,  was  not  composed  wholly  of  wool,  being  part 
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wool  and  part  cotton,  the  percentage  of  wool  therein  varying  generally 
from  25  per  cent  to  80  per  cent,  and  in  some  cases  being  as  low  as  10 
per  cent ;  as  a  rule,  for  the  imderwear  containing  50  per  cent  or  iess 
of  wool  respondent  has  used  labels  containing  the  word  ^  Merino," 
and  on  those  containing  more  than  50  per  cent  of  wool  labels  contain- 
ing the  word  "  Wool." 

Pak.  7.  The  percentage  of  wool  in  the  underwear  manufactured  by 
respondent  and  sold  under  the  labels  stated  above,  varied  from  time 
to  time  according  to  the  relative  cost  of  wool  and  cotton  and  accord- 
ing to  the  loss  in  the  process  of  fulling,  the  latter  extending  to  5  per 
cent.  Respondent  has  not  put  any  all-wool  underweietr  on  the  market 
for  a  good  many  years. 

Pab.  8.  Respondent  sells  its  product  of  underwear  to  retailers. 

Par.  9.  Respondent's  boxes  containing  its  underwear,  labeled  as  set 
forth  in  paragraph  3,  have  been  customarily  placed  by  purchasers, 
namely,  retailers,  on  their  shelves,  exposing  said  labels  to  the  view  of 
their  customers,  and  retailers  and  their  salesmen  have  sold  the  con- 
tents from  the  boxes  so  labeled  to  the  public. 

Par.  10.  The  word  "merino"  means  primarily  and  popularly  a 
breed  of  sheep  whose  fleece  is  a  fine  long-staple  wool,  and  as  applied 
to  wool  it  signifies  the  fleece  of  that  sheep  or  a  grade  corresponding 
to  it  in  quality.  It  is  so  used  commercially  in  the  wool  trade  and 
commands  the  highest  price. 

The  noun  "  wool "  means  the  fleece  or  coat  of  the  domesticated 
sheep,  and  as  an  adjective  the  word  means  "  made  of  wool." 

"  Worsted  "  means  primarily  and  popularly  a  yam  or  fabric  made 
wholly  of  wool. 

"  Australian  Wool "  means  primarily  and  popularly  wool  grown 
in  Australia  and  is  a  distinct  commodity  in  the  wool  and  yam  mar- 
kets, and  is  known  generally  as  a  fine  grade  of  wool. 

Par.  11.  The  merino  sheep,  meaning  a  sheep  of  the  merino  blood, 
has  been  celebrated  for  centuries  in  Europe  for  its  fine  wool,  and  was 
imported  into  this  country  early  in  the  nineteenth  century,  and  has 
been  conserved  and  bred  here  ever  since  and  recognized  as  the  sheep 
producing  the  highest  grade  of  fine  wool.  It  has  existed  and  now 
exists  in  large  numbers  in  various  parts  of  this  country. 

The  classification  or  grading  of  wool  in  the  wool  market  is  based  on 
the  standard  of  the  wool  of  the  merino  sheep,  the  terms  "fine," 
"three-fourths  blood,"  "half-blood,"  etc.,  as  grades  of  wool,  refer- 
ring primarily  to  full-blood,  three-fourths  and  one-half  blood,  respec- 
tively, of  the  merino  breed. 

74636*— 22 13 
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Par.  12.  A  substantial  part  of  the  consuming  public  understand  the 
words  "merino,"  "natural  merino,"  "natural  wool,"  "gray  wool," 
"natural  worsted,"  "Australian  wool,"  and  gray  merino"  as  ap- 
plied to  underwear  to  indicate  all-wool  underwear. 

Par.  13.  I^ome  buyers  for  retailers  and  salespeople  understand  the 
words  "  merino,"  "  natural  merino,"  natural  wool,"  "  gray  wool," 
"natural  worsted,"  "Australian  wool,"  and  "gray  merino,"  as  ap- 
plied to  underwear  to  indicate  all-wool  underwear. 

Par.  14.  Some  retailers  and  their  salesmen  rely  on  the  labels  on 
the  boxes  in  which  they  sell  their  underwear,  including  respondent's, 
such  as  "Merino,"  "Natural  Wool,"  "Australian  Wool,"  and 
"  Gray  Merino,"  and  use  them  to  sell  underwear  under  such  labels  as 
all  wool. 

Par.  15.  The  labels  "  Merino,"  "  Natural  Merino,"  "  Natural  Wool," 
"  Gray  Wool,"  "  Natural  Worsted,"  "Australian  Wool,"  and  "  Gray 
Merino,"  used  on  garments  composed  partly  of  wool  and  partly  of 
cotton,  or  their  containers,  tend  to  encourage  and  aid  representations 
to  consumers  by  ignorant  or  unscrupulous  retailers  and  salesmen 
that  the  underwear  so  labeled  is  all  wool.  The  pay  of  retail  salesmen 
of  underwear  often  depends  in  part  on  the  amount  of  their  sales. 

Par.  16.  The  labels  "  Natural  Merino,"  "  Natural  Wool,"  "  Gray 
Wool,"  "  Natural  Worsted,"  "  Australian  Wool,"  and  "  Gray  Merino," 
as  used  by  respondent  for  its  underwear  composed  partly  of  wool 
and  partly  of  cotton,  or  on  the  containers,  are  calculated  to  and  do 
mislead  a  substantial  part  of  the  purchasing  public  to  believe  that 
the  garments  sold  under  such  labels  are  all  wool. 

Par.  17.  The  words  "merino,"  "wool,"  and  "worsted"  as  used 
by  respondent  in  labels  applied  to  their  product  of  knit  underwear 
severally  tend  to  and  do  mislead  a  substantial  part  of  the  consuming 
public  to  believe  that  they  indicate  all-wool  garments  and  into  pur- 
chasing in  that  belief. 

Par.  18.  The  respondent  makes  and  uses  "wool-spun"  yarns, 
composed  of  cotton  and  wool,  in  the  underwear  manufactured  and 
sold  by  it  under  the  labels  as  stated  in  paragraph  16,  which  make  a 
soft,  woolly  fabric  and  tend  to  cause  the  purchasing  public  to  believe 
that  it  is  all  wool. 

Par.  19.  The  terms  "merino,"  "natural  merino,"  and  "natural 
wool"  have  been  for  many  years  used  by  some  manufacturers  as 
labels  for  underwear  made  entirely  of  cotton.  The  sales  people  of 
retailers  can  not  tell  from  their  own  examination  the  proportions  of 
wool  and  cotton  in  knit  underwear  composed  partly  of  wool  and 
partly  of  cotton. 
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Pab.  20.  The  word  '^ merino^'  is  used  by  manufacturers  of  yam 
and  knit  underwear  and  largely  by  jobbers  and  retailers  as  a  trade 
term,  meaning  a  combination  of  cotton  and  wool.  Yams  made 
partly  of  cotton  and  partly  of  wool  fibres  and  known  in  the  termi- 
nology of  the  trade  as  ^^  merino  "  yams  are  sold  and  billed  by  yam 
manufacturers  to  underwear  manufacturers  as  containing  definitely 
stated  percentages  of  cotton  and  wool.  The  term  ^^ merino"  when 
applied  in  the  retail  trade  to  underwear  composed  partly  of  wool 
and  partly  of  cotton  is  used  regardless  of  the  percentages  of  wool  and 
cotton  and  has  no  definite  meaning. 

Pab.  21.  All-wool  knit  underwear  has  been  widely  manufactured 
and  sold  in  this  country  for  20  years  or  more  under  various  labels, 
such  as  "All-wool,"  "  Wool,"  "  Natural  Wool,"  "  Random  Wool,"  and 
"  Pure  Wool,"  and  under  trade-mark  brands  without  any  words  de- 
scriptive of  the  compasition  thereof.  All-wool  knit  underwear  of  do- 
mestic manufacture  has  constituted  a  substantial  proportion  of  the 
total  product  of  all-wool  and  wool-and-cotton  underwear.  According 
to  the  census  o^  1914,  for  manufacture  of  textiles,  the  latest  available, 
the  amount  of  all-wool  knit  underwear — ^namely,  shirts  and  drawers — 
as  compared  with  the  output  of  such  underwear  made  partly  of  cotton 
and  partly  of  wool,  was  for  the  year  1914  in  quantity — ^that  is,  by 
dozens — 373,045  dozens  to  1,434,504  dozens  and  in  value  $3,448,575  to 
$9,228,686  or  20  per  cent  approximately  in  quantity  and  27  per  cent 
in  value  of  the  entire  product  of  underwear  in  this  country  composed 
of  wool  in  whole  or  in  part. 

Par.  22.  All-wool  knit  underwear  has  been  imported  for  sale  into 
this  country  by  various  retail  dealers  for  20  years  or  more,  has  been 
sold  under  various  labels  such  as  "AU-wool,"  "  Wool,"  "  Natural 
Wool,"  "  Pure  Wool,"  "  Lamb's  Wool,"  and  under  trade-marks,  e.  g., 
*'  Demophilo,"  '*  Two  Steeples,"  and  some  has  been  so  imported  and 
sold  without  any  label  indicating  its  composition.  Knit  underwear 
has  been  imported  for  sale  into  this  country  for  20  years  or  more, 
composed  of  various  percentages  of  cotton  and  wool,  under  the  labels 
"  Cotton  and  Wool,"  "  Cotton  and  Wool  Mixed,"  "  Gauze  Merino," 
"  Wool  and  Cotton  "  or  "  Cotton  and  Wool,"  according  to  whether 
the  percentage  of  wool  or  cotton  present  was  greater  or  less. 

Par.  23.  The  knit  underwear  manufactured  in  this  country  con- 
sisting of  cotton  and  wool  in  various  percentages  has  been  sold  for 
10  years  or  more  under  a  variety  of  labels  differing  from  respond- 
ent's as  set  out  in  paragraph  3 ;  a  large  number  of  the  total  output 
of  such  garments  have  been  made  and  sold  by  manufacturers  without 
any  label  or  marking  describing  the  materials  or  fibers  of  which  they 
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are  composed,  such  as  cotton  and  wool,  but  under  the  private  trade- 
mark or  brand  of  the  manufacturer  or  retailer  alone.  Manufacturers 
of  knit  underwear  made  partly  of  cotton  and  partly  of  wool  have 
been  accustomed  to  sell  their  underwear  under  labels  in  the  form  and 
language  requested  by  their  customers,  and  such  labels  include  both 
trade-marks  or  brands  without  descriptive  words  and  terms  such  as 
"  Fine  ^  and  "  Superior ''  in  combination  with  the  word  "  Under- 
wear," without  words  descriptive  of  the  composition,  and  fancy  or 
coined  names.  8uch  underwear  has  also  been  sold  under  the  labels 
"  Cotton  and  Wool "  and  "  Part  Wool." 

Par.  24.  Knit  underwear  composed  partly  of  cotton  and  partly  of 
wool,  under  the  labels  "  Natural  Merino,"  "  Natural  Wool,"  "  Gray 
Wool,"  "  Natural  Worsted,"  "  Australian  Wool,"  and  "  Gray  Merino," 
has  been  sold  by  respondent  in  competition  with  underwear  manu- 
factured wholly  of  wool,  imported  and  domestic,  and  manufactured 
and  sold  under  labels  indicating  that  fact,  or  under  some  of  the  labels 
named  above  in  this  paragraph  or  under  private  trade-marks  or 
brands  alone,  without  descriptive  terms,  and  in  competition  with  knit 
underwear  composed  partly  of  cotton  and  partly  of  wool,  imported 
or  domestic,  manufactured  and  sold  under  labels  indicating  such 
composition  or  under  trade-marks  or  brands  alone,  without  descrip- 
tive terms  or  under  labels  bearing  fancy  or  coined  names. 

Pab.  25.  Some  retailers  have  ceased  the  use  of  ^  Merino  "  on  under- 
wear made  partly  of  cotton  and  partly  of  wool  since  before  the  begin- 
ning of  this  proceeding,  because  of  its  uncertain,  ambiguous,  and 
misleading  meaning  to  the  public. 

Par.  26.  It  is  the  sense  of  the  underwear  industry  as  expressed  by 
the  American  Elnit  Goods  Manufacturers,  an  organization  represent- 
ing approximately  75  per  cent  of  manufacturers  in  this  country  of 
the  class  of  knit  underwear  manufactured  by  respondent,  that  the 
use  on  knit  underwear  composed  partly  of  wool  and  partly  of  cotton 
of  the  words  "  Wool  Underwear,"  **  Worsted  Underwear,"  "  Natural 
Wool  Underwear,"  ^^ Australian  Wool  Underwear,"  and  "Natural 
Merino,"  among  others,  are  "  improper,"  and  the  words  "  Wool  and 
Cotton "  are  recommended  by  said  association  for  use  as  labels  on 
underwear  made  partly  of  wool  and  partly  of  cotton,  and  the  said 
organization  has  by  official  action  requested  its  members  to  drop  the 
use  of  the  word  "  Merino  "  as  a  label  on  underwear  made  of  cotton 
and  wool  unless  followed  by  the  words  "  wool  and  cotton." 

Par.  27.  It  is  the  sense  of  retailers  as  expressed  by  the  board  of 
directors  of  the  National  Association  of  Retail  Clothiers  that  the 
terms   (1)   "Natural  Merino,"   (2)   "Gray  Wool,"   (3)   "Natural 
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Wool,"  (4)  "Natural  Worsted,"  (5)  "Australian  Wool,"  used  as  a 
brand  or  name  on  underwear  that  contained  cotton  or  other  adulter- 
ant than  wool,  or  on  the  box  containing  such  underwear,  might  mis- 
lead the  consumer  and  in  many  instances  retailers  into  the  belief  that 
garments  so  marked  were  not  adulterated  and  that  such  misleading 
terms  should  not  be  used. 

Par.  28.  Respondent  has  continuously  up  to  the  present  time 
manufactured  and  sold  knit  underwear  under  the  labels  set  out  in 
paragraph  3,  and  the  proportions  of  wool  and  cotton  therein  have 
not  differed  materially  from  those  stated  in  paragraph  6. 

« 

GOKCLUSIONS. 

The  practices  of  the  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26,  1914,  entitled  "An  act 
to  create  a  Federal  Trade  Conmiission,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

REGOMKENDED  MODIFIED  OBDEB  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  complaint  of  the  Commission,  the  answer  of  the  re- 
spondent, the  statement  of  facts  agreed  upon  by  counsel  for  the  Com- 
mission and  respondent,  and  upon  the  additional  evidence  taken  for 
the  Commission  under  an  order  of  the  United  States  Circuit  Court 
of  Appeals  for  the  Second  Circuit,  dated  October  18, 1920,  and  the 
Conmiission  having,  by  reason  of  such  additional  evidence,  modified 
some  of  its  original  findings  and  adopted  new  findings  as  to  the  facts 
and  adopted  its  conclusions  that  the  respondent  has  violated  the  pro- 
visions of  the  act  of  Congress  approved  September  26,  1914,  en- 
titled, "An  act  to  create  a- Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,"  it  now  reconunends  the 
following  modification  of  its  original  order  to  cease  and  desist 
herein,  dated  January  20, 1920 : 

It  is  now  ordered^  That  the  respondent,  the  Winsted  Hosiery  Co., 
its  officers,  agents,  representatives,  servants,  and  employees,  do  cease 
and  desist  from  employing  or  using  as  labels  or  brands  on  underwear 
or  other  knit  goods  not  composed  wholly  of  wool,  or  on  the  wrappers, 
boxers,  or  other  containers  in  which  they  are  delivered  to  customers, 
the  word  "  Merino,"  "  Wool,"  of  "  Worsted,"  alone  or  in  combination 
with  any  other  word  or  words,  unless  accompanied  by  a  word  or 
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words  designating  the  substance,  fiber,  or  material,  other  than  wool, 
of  which  the  garments  are  composed  in  part  (e.  g.,  ''  Merino,  Wool, 
and  Cotton";  "Wool  anl  Cotton";  "Worsted,  Wool  and  Cotton"; 
"Wool,  Cotton  and  Silk"),  or  by  a  word  or  words  otherwise  clearly 
indicating  that  such  underwear  or  other  goods  is  not  made  wholly  of 
wool  (e.  g.,  part  wool). 

Bespondent  is  further  ordered  to  file  a  report  in  writing  with  the 
Commission  three  months  from  notice  hereof,  stating  in  detail  the 
manner  in  which  this  order  has  been  complied  with  and  conformed  to. 
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V. 

THE  TAIYO  TRADING  COMPANY,  INC. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  YIOLATION  OF  BEOTION    5 
OF  AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1014. 

Docket  536.— January  15,  1921. 

Stllabits. 

Where  a  corporation  engaged  In  the  importation  and  sale  of  Japanese  safety 
matches,  imported  and  sold  the  same  In  containers  of  the  same  size,  shape, 
material  and  appearance  as  those  in  which  Swedish  and  American  safety 
matches  were  sold  and  marketed  in  the  United  States,  on  the  labels  of  which 
containers  were  conspicuously  impressed  the  distinctive  and  commonly 
used  Swedish  words  *' Sakerhetstandstikor  "  and  "Tand8ticksfabriks,"'and 
medallion  designs  resembling,  except  upon  minute  inspection,  representa- 
tions of  medals  awarded  Swedish  manufacturers  of  safety  matches  at 
various  European  expositions  and  by  them  placed  upon  the  containers  of 
their  product,  and  a)so  inconspicuously  the  words  **  Made  in  Nippon,'*  but 
nothing  prominently  suggesting  Japan  to  the  ordinary  American  purchaser; 
with  the  natural  and  probable  tendency  to  mislead  the  purchasing  public 
into  believing  that  such  Japanese  matches  were  of  Swedish  origin : 

Held,  That  such  practices,  substantially  as  described,  constituted  unfair  methods 
of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  The  Taiyo  Trading  Co. 
(Inc.),  hereinafter  referred  to  as  the  respondent,  has  been  and  now 
is  using  unfair  methods  of  competition  in  interstate  commerce  in 
violation  of  the  provisions  of  section  5  of  an  act  of  Congress  ap- 
proved September  26,  1914,  entitled,  '^An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes,"  and  it  appearing  that  a  proceeding  by  it  in  respect  thereof 
would  be  to  the  interest  of  the  public,  issues  this  complaint,  stating 
its  charges  in  that  respect  on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent,  The  Taiyo  Trading  Co.  (Inc.), 
is  a  corporation  organized  and  existing  and  doing  business  under  and 
by  virtue  of  the  laws  of  the  State  of  New  York,  having  its  principal 
office  and  place  of  business  in  the  city  of  New  York,  in  said  State, 
and  is  now  and  has  been  since  December  28,  1918,  engaged  in  the 
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sale  of  matches  in  and  among  the  various  States  and  Territories  of 
the  United  States  and  the  District  of  Columbia  in  direct  competition 
with  other  persons,  copartnerships,  and  corporations  similarly  en- 
gaged. 

Par.  2.  That  the  respondent  in  the  conduct  of  its  business  pur- 
chases and  enters  into  contracts  for  the  purchase  of  matches  manu- 
factured in  Japan,  importing  said  matches  from  Japan  to  the  said 
city  of  New  York,  where  they  are  sold  and  shipped  by  the  re- 
spondent to  purchasers  thereof;  that  after  said  matches  are  so  im- 
ported they  are  continuously  moved  to,  from,  and  among  other 
States  and  Territories  of  the  United  States  and  the  District  of  Colum- 
bia, and  there  is  continuously  and  has  been  at  all  times  hereinafter 
mentioned  a  constant  current  of  trade  and  commerce  in  said  matches 
between  and  among  the  various  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia,  and  especially  to  and  through 
the  city  of  New  York,  State  of  New  York,  and  therefrom  to  and 
through  the  other  States  and  Territories  of  the  United  States  and  the 
District  of  Columbia. 

Par.  3.  That  now  and  for  many  years  last  past  various  brands  of 
matches  sold  and  used  throughout  the  various  States  and  Territories 
of  the  United  States  and  the  District  of  Columbia  have  been  manu- 
factured in  Sweden  and  sold,  as  aforesaid,  in  boxes  or  containers  of 
certain  peculiar  sizes  with  Swedish  inscriptions  thereon;  that  said 
matches  by  reason  of  their  use  and  by  reason  of  the  Swedish  inscrip- 
tions on  the  said  containers  or  boxes,  and  by  reason  of  the  peculiar 
sizes  of  said  containers  or  boxes,  have  become  well  known  to  the  trade 
and  purchasing  public  to  be  of  a  certain  quality  and  to  be  manu- 
factured in  Sweden. 

Par.  4.  That  now  and  since  the  28th  day  of  December,  1918,  the 
respondent  with  the  effect  of  stifling  and  suppressing  competition  in 
the  manufacture  and  sale  of  matches  in  interstate  commerce  has,  in 
the  conduct  of  its  business,  sold  matches  so  manufactured  in  Japan 
in  containers  or  boxes  similar  in  size  and  style  and  material  to  those 
containing  matches  manufactured  in  Sweden,  as  aforesaid,  and  with 
Swedish  inscriptions  thereon;  that  such  Swedish  inscriptions  are 
calculated  and  designed  to,  and  do.  deceive  the  trade  and  general 
public  into  the  belief  that  the  matches  contained  in  the  containers  6r 
boxes  so  inscribed  are  manufactured  in  Sweden,  whereas  in  fact  such 
matches  are  and  have  been  manufactured  in  Japan. 
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REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress,  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  The  Taiyo  Trading  Co.  (Inc.) ,  charg- 
ing it  with  the  use  of  unfair  methods  of  competition  in  commerce  in 
violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorneys, 
Black,  Varian  &  Simon,  and  filed  its  answer  herein,  hearings  were 
had  and  evidence  was  thereupon  introduced  in  support  of  the  alle- 
gations of  said  complaint  and  on  behalf  of  the  respondent  before  Mr. 
B.  L.  Shinn,  an  examiner  of  the  Federal  Trade  Commission,  thereto- 
fore duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission  having  heard  argument  of  counsel  and  duly  considered 
the  record,  and  being  now  fully  advised  in  the  premises,  makes  this 
its  findings  as  to  the  facts  and  conclusions : 

FINDINGS  AS  TO  THE  FACTS. 

Pabagraph  1.  That  the  respondent.  The  Taiyo  Trading  Co.  (Inc.), 
is  a  corporation  organized  and  existing  and  doing  business  under  and 
by  virtue  of  the  laws  of  the  State  of  New  York,  having  its  principal 
office  and  place  of  business  in  the  city  of  New  York,  in  said  State ; 
and  is  now  and  has  been  since  December  28, 1918,  engaged  in  the  sale 
of  matches  in  and  among  the  various  States  and  Territories  of  the 
United  States  and  the  District  of  Columbia,  in  direct  competition 
with  other  persons,  copartnerships  and  corporations  similarly  en- 
gaged. 

Pab.  2.  That  now  and  for  many  years  last  past  there  have  been 
manufactured  in  Sweden  and  sold  throughout  the  United  States, 
various  brands  of  safety  matches  in  containers  or  boxes  of  the  size, 
shape  and  material  generally  used  for  such  matches ;  that  said  con- 
tainers or  boxes  in  which  they  have  been  and  are  marketed  in  the 
United  States,  carry  labels  which  ordinarily  contain  the  certain  dis- 
tinctive Swedish  words,  "  Sakerhets  Tandstickor,"  meaning  "  Safety 
Matches,"  "  Tandsticksf  abrik,"  meaning  "  Match  Factory  "  and  "  Im- 
pregnerade"  meaning  "Impregnated,"  associated  with  the  words 
^  Made  in  Sweden  " ;  that  some  of  the  labels  upon  matches  manu- 
factured in  Sweden  and  sold  in  the  United  States  also  bear,  in  addi- 
tion to  the  distinctly  Swedish  words,  pictorial  representation  in  min- 
iature of  medals  awarded  by  various  European  expositions  indicating 
the  place  and  date  of  such  awards. 
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Pab.  3.  That  the  respondent,  The  Taiyo  Trading  Co.,  Incorporated, 
in  the  conduct  of  its  business  is  now,  and  since  December  28,  1918, 
has  been,  engaged  in  the  importation  from  Japan  to  the  city  of  New 
York,  in  the  State  of  New  York,  of  safety  matches  manufactured  in 
Japan,  and  in  the  sale  and  shipment  to  purchasers  thereof  from  the 
city  of  New  York  to  and  through  the  various  States  and  Territories 
of  the  United  States  and  the  District  of  Columbia;  tliat  the  said 
matches  have  been  and  are  sold  and  marketed  in  the  United  States  in 
containers  or  boxes  of  the  same  standard  size,  shape,  and  appearance 
as  those  in  which  Swedish  and  American  safety  matches  are  sold  and 
marketed  therein,  with  labels  thereon  identical,  except  in  respect  to 
their  color,  with  the  photostatic  reproduction  thereof  attached  hereto 
and  incorporated  herein  ^ ;  that  upon  the  labels  of  respondent  desig- 
nated ^^A,"  '^B,''  and  ^^  D,"  appear  in  the  most  conspicuous  position 
the  distinctive  Swedish  words  ^' Tandsticksf abrik "  in  combination 
with  the  name  of  a  town  in  Japan  expressed  in  English  characters, 
'  Takikawa,  thereby  presenting  to  the  ordinary  purchaser  in  the 
United  States,  the  appearance  of  one  Swedish  word;  that  at  the  bot- 
tom of  labels  ^'A''  and  ^^B''  there  appear  the  distinctive  Swedish 
words  ".Sakerhets  Tandstickor"  associated  with  the  word  "Impe- 
rial "  on  the  former  and  "  Hughes  "  on  the  latter,  while  on  the  bot- 
tom of  label  "  D  "  the  distinctive  Swedish  words  "  Sakerhets  Tand- 
stickor  "  appear  alone ;  that  upon  label "  C/'  the  words  "  Impregnated 
Safety  Matches  '^  appear  at  the  top,  while  at  the  bottom  are  the  dis- 
tinctive Swedish  words  "  Tandsticksfabriks  "  in  conjunction  with  the 
name  of  a  town  in  Japan  expressed  in  English  characters,  Seisuisha, 
thereby  presenting  to  the  ordinary  purchaser  in  the  United  States 
the  appearance  of  one  Swedish  word;  that  upon  all  of  these  labels 
there  appear  the  words  "  Made  in  Nippon,"  in  inconspicuous  positions 
and  in  type  smaller  than  either  the  Swedish  or  English  words  appear- 
ing thereon,  Nippon  being  a  word  not  generally  understood  by  the 
ordinary  purchaser  as  designating  Japan;  that  upon  the  labels  "A,^' 
"  B,"  and  "  D ''  are  impressed  certain  medallion  designs,  importing 
medals  or  awards,  without  reference  to  or  indicating  place  or  date 
thereof,  and  requiring  minute  inspection  to  distinguish  the  same 
from  similar  representations  so  foimd,  as  aforesaid,  on  the  labels  of 
Swedish  match  containers  or  boxes ;  that  there  is  no  prominent  ap- 
pearance on  any  of  the  said  labels  of  words  or  designs  suggestive 
of  Japan  to  the  ordinary  American  purchaser,  while  the  shape  and 
appearance  of  the  containers  in  conjunction  with  the  said  labels  on 
which  distinctive  Swedish  words  so  predominate  are  clearly  sug- 
gestive of  Swedish  manufacture  to  such  purchaser. 

«Not  prUted. 
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Par.  4.  That  the  use  of  such  distinctive  Swedish  words  and  other 
inscriptions  upon  the  containers  or  boxes  of  the  same  size,  shape, 
material,  and  appearance  as  those  in  which  Swedish  safety  matches 
have  been  and  are  marketed  and  sold  in  the  United  States,  for  the 
sale  of  safety  matches  manufactured  in  Japan,  is  calculated  and 
likely  under  all  the  circumstances,  and  the  natural  and  probable 
tendency  and  eiffect  will  be,  to  mislead  and  deceive  the  purchasing 
public  in  the  United  States  into  the  belief  that  the  said  Japanese 
matches  are  of  Swedish  origin  and  manufacture. 

OOKCLUSIOKS. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26,  1914,  entitled,  ^^AtL  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sjpn  upon  the  complaint  of  the  Commission,  the  answer  of  the  re- 
spondent, the  testimony  and  evidence,  and  the  argument  of  counsel, 
and  the  Commission  having  made  its  findings  as  to  the  facts,  with  its 
conclusions  that  the  respondent  has  violated  the  provisions  of  an  act 
of  Congress  approved  September  26, 1914,  entitled  ^ An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes";  now,  therefore. 

It  is  ordered^  That  the  respondent.  The  Taiyo  Trading  Co.  (Inc.), 
and  its  officers,  directors,  agents,  servants,  and  employees,  cease  and 
desist  from  the  importation,  sale  or  other  distribution,  in  the  United 
States  of  America,  of  matches  manufactured  in  Japan,  in  boxes  or 
other  containers,  with  labels  or  inscriptions  thereon  bearing  or  in- 
cluding the  words  ^^  Tandsticksf abriks  "  or  ^^  Sakerhets  Tandstickor,'' 
or  any  other  Swedish  phrase  or  phrases,  word  or  words,  character  or 
characters,  sjrmbol  or  symbols,  verbal  or  pictorial,  indicative  or  sug- 
gestive of  Swedish  origin  or  manufacture,  on,  upon,  or  in  connection 
with  matches  made  in  Japan,  or  the  labels  or  containers  thereof. 

And  it  is  further  ordered^  That  the  respondent  shall,  within  thirty 
days  from  date  of  service  of  this  order,  file  with  the  Commission  a 
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report  setting  forth  in  detail  the  manner  and  form  in  which  it  has 
complied  with  the  order  of  the  CJommission  herein  set  forth. 


The  Commission  has  also  issued  a  similar  order  in  the  case  of  Con- 
saco  Sales  Co.  (Inc.)  (of  New  York  City,  Dock.  670),  decided  Janu- 
ary 21, 1921,  involving  substantially  the  same*  facts  as  the  preceding 
case. 
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V. 

GEORGE  D.  FLOOD  AND  W.  H.  CALVERT,  PARTNERS, 
STYLING  THEMSELVES  FLOOD  &  CALVERT. 

GOHFLAINT  IN  THE  KATTEB  OF  THE  iJULEOED  YIOIiATION  OF  SECTION  6  OF 
AK  ACT  OF  CONGRESS  APPBOVED  SEPTEMBER  2G,  19 14. 

Docket  62S— January  27, 1921. 

Syllabus. 

Where  a  firm  engaged  in  the  sale  of  ship  chandlery,  indudlng  steward's  sapplies, 
deck,  engine,  and  cabin  supplies,  gave  to  the  captains  and  other  employees 
of  vessels  to  which  they  famished  supplies,  valuable  gifts,  cash  commis- 
sions, and  gratuities  as  an  inducement  to  purchase  supplies : 

Beldf  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  George  D.  Flood  and 
W.  H.  Calvert,  partners,  styling  themselves  Flood  &  Calvert,  here- 
inafter referred  to  as  the  respondents,  have  been  and  are  using  imf air 
methods  of  competition  in  interstate  and  foreign  commerce  in  viola- 
tion of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled,  '^An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes," 
and  it  appearing  that  a  proceeding  by  it  in  respect  thereof  would 
be  to  the  interest  of  the  public,  issues  this  complaint,  stating  its 
charges  in  that  respect  on  information  and  belief  as  follows : 

Pabagraph  1.  That  the  respondents,  George  D.  Flood  and  W.  H. 
Calvert,  partners,  styling  themselves  Flood  &  Calvert,  have  their 
principal  place  of  business  at  Galveston,  in  the  State  of  Texas. 

Pab.  2.  That  the  respondents  are  engaged  in  the  business  of  selling 
ship  chandlery,  including  stewards'  supplies,  deck,  engine,  and  cabin 
supplies,  for  ships  engaged  in  coastwise  and  foreign  commerce,  and 
respondents  cause  said  commodities  to  be  delivered  to  ships  reaching 
ports  in  the  State  of  Texas,  while  engaged  in  transporting  passengers 
and  commodities  between  ports  in  various  States  of  the  United  States 
bordering  upon  the  eastern  and  southeastern  coast  thereof,  and  in 
transporting  passengers  and  commodities  from  American  ports  to 
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foreign  countries  in  due  course  of  commerce  among  the  several  States 
of  the  United  States  or  with  foreign  coimtries;  such  supplies  so 
sold  by  respondent  being  for  consumption  and  use  by  the  purchasers 
thereof,  upon  the  high  seas,  in  and  beyond  the  territorial  jurisdiction 
of  the  United  States.  Said  business  is  and  has  been  conducted  by 
respondents  in  direct,  active  competition  with  other  persons,  partner- 
ships, and  corporations  similarly  engaged. 

Par.  3.  That  the  respondents  in  the  course  of  their  business  as  set 
out  in  paragraph  2  hereof,  give  and  have  given  to  captains  and 
other  officers  of  vessels  to  which  they  furnish  ship  chandlery,  val- 
uable gifts  and  cash  commissions  and  gratuities,  to  induce  such  cap- 
i.ains  and  officers  to  purchase  their  requirements  of  ship  chandlery 
from  respondents,  and  without  other  consideration  therefor. 

Par.  4.  That  by  reason  of  the  facts  recited  the  respondents  are 
using  an  unfair  method  of  competition  in  commerce,  within  the  in- 
tent and  meaning  of  section  5  of  an  act  of  Congress  entitled,  "An 
act  to  create  a  Federal  Trade  Commission  to  define  its  powers  and 
duties,  and  for  other  purposes,"  approved  September  26,  1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondents,  George  D.  Flood  and  W.  H.  Cal- 
vert, partners,  styling  themselves  Flood  &  Calvert,  charging  them 
with  the  use  of  imfair  methods  of  competition  in  violation  of  the 
provisions  of  said  act. 

The  respondents  having  entered  their  appearance  and  filed  their 
answer  herein,  and  having  stipulated  and  agreed  that  a  statement 
of  facts  signed  and  executed  by  counsel  for  the  Commission  and  the 
respondents,  subject  to  the  approval  of  the  Commission,  shall  be 
taken  by  the  Commission  in  lieu  of  testimony,  and  thereupon  this 
proceeding  came  on  for  final  hearing,  and  the  Commission  having 
duly  considered  the  record,  and  being  now  fully  advised  in  the 
premises,  makes  this  its  findings  as  to  facts  and  conclusion : 

riNDINQS  AS  TO  THE  rACTS. 

Paragraph  1.  That  the  respondents,  George  D.  Flood  and  W.  H. 
Calvert,  are  partners  styling  themselves  Flood  &  Calvert,  having 
their  principal  place  of  business  located  at  the  city  of  Galveston, 
State  of  Texas,  and  are  now  and  at  all  times  hereinafter  mentioned 
have  been  engaged  in  selling  ship  chandlery,  including  stewards' 
supplies,  deck,  engine,  and  cabin  supplies  for  ships  engaged  in  coast- 
wise and  foreign  commerce,  causing  said  commodities  to  be  delivered 
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to  ships  reaching  ports  in  the  State  of  Te^as,  while  engaged  in  trans- 
porting passengers  and  commodities  between  ports  in  the  various 
States  of  the  United  States  and  in  transporting  passengers  and  com- 
modities from  American  ports  to  foreign  countries,  in  due  course  of 
commerce  among  the  several  States  of  the  United  States  or  with 
foreign  nations ;  such  supplies  so  sold  by  respondents  being  for  con- 
sumption and  use  by  the  purchasers  thereof  upon  the  high  seas,  in 
and  beyond  the  territorial  jurisdiction  of  the  United  States,  said 
business  being  conducted  by  the  respondents  in  direct  competition 
with  other  persons,  partnerships,  and  corporations  similarly  engaged. 
Pak.  2.  That  the  respondents  in  the  course  of  their  business  as 
described  in  paragraph  1  hereof  for  several  years  last  past  have 
given  to  captains  and  other  officers  and  employees  of  vessels  to  which 
they  furnished  ship  chandlery  supplies,  valuable  gifts,  cash  commis- 
sions, and  gratuities  as  an  inducement  io  such  officers  and  employees 
to  purchase  for  the  owners  of  the  vessels  operated  by  them  ship 
chandlery  supplies  from  respondents. 

CONCLUSION. 

The  practices  of  the  said  respondents,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  and  foreign  commerce  and  constitute 
a  violation  of  the  act  of  Congress  approved  September  26,  1914, 
entitled  ''An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  answer  of  the  re- 
spondents and  an  agreed  statement  of  facts,  and  the  Commission 
having  made  its  findings  as  to  the  facts  with  its  conclusion  that  the 
respondents  have  violated  the  provisions  of  the  act  of  Congress  ap- 
proved September  26, 1914,  entitled  "An  act  to  create  a  Federal  Trade 
Commission,  to  define  its  powers  and  duties,  and  for  other  purposes," 

It  is  ordered^  That  the  respondents,  George  D.  Flood  and  W.  H. 
Calvert,  partners,  styling  themselves  Flood  &  Calvert,  and  their 
agents,  servants,  and  employees,  cease  and  desist  from  directly  or 
indirectly  giving  to  captains  and  other  officers  and  employees  of 
vessels,  valuable  gifts,  cash  commissions,  and  gratuities  as  an  induce- 
ment to  such  officers  and  employees  to  purchase  for  the  owners  of  the 
vessels  operated  by  them  ship  chandlery  supplies  from  respondents. 

It  is  further  ordered^  That  the  respondents  within  60  days  after 
the  date  of  service  upon  them  of  this  order,  file  with  the  Commission 
a  report  in  writing  setting  forth  in  detail  the  manner  and  form  in 
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which  they  have  complied  wiUi  the  order  b>  cease  and  desist  herein- 
before set  forth. 

The  Commission  has  also  issaed  simUar  orders  in  other  cases 
involving  substantially  the  same  facts,  as  shown  by  the  following: 
TABLE. 


D.U. 

Dock 

Location. 

ariar 

iva. 
Ian.  V 

630 
«1 

ta 
tu 

tx 
t» 

ta 

M3 
•41 

Mi 

Mt 

SO 

uo 

Ul 

m 
tu 

•w 

Onll  Iron  &  Uublua  Co.,  Inc. . . . 

■nd  ghlrpinE  Co. 

^■Sv^SSto?Si!S!. 
'tb*  tnl*  nun*  wBd  ttjU  al 

do. 

do. 

do. 

Da 

17 

do 

do 

^S;  ud 

Do. 
Da 

3T 
ST 

nw  ondw  tha  tnda  nama  and 
A.   B.    McFadden  and  W.   J. 

R.^1^0^,  I.  C.  CiiiTto,  J.  H. 

.S^'Slfflr^S: 

Port  Arthur,  Tai 
do 

do 

Blara  FoQBdry  A  MachineiT  Co. 
Ct^'t  atr  lUdilne  and  Uan- 
Alai.  imart  Irtm  W«k«  (too.)- 

B                               ^    Waki 

HM^Q  Ship    Bnlldlnc   Co. 

J.K.A.Ht«a);,andL.T.Copp, 
C^j^   Drj  -D-*   *    Ka. 

do 

do 

i::::3S::::::::::: 

OnHport.  Mto.... 
UobUa,Ak. 

do 

do 

::::£:::::::: 

Sbiprappiioi 

Do. 

Do. 
*S^SatteL 

.....do 

JaAiooirtlla,  Fla. 
a]Vtertoi>,B.C.. 

jlo 

D«. 

SblpnppUa. 

Sa™iin.li,Ofc... 
.....do 

BUprappUo. 
piirputt. 

Do. 

D«L 

JOHN  B.  ADAMS  A  GO.    (JOHN  B.  ADAMS  £T  Ale).  209 

Ck>iuplalat« 


FEDERAL  TRADE  COMMISSION 

JOHN  R.  ADAMS,  W.  J.  ADAMS,  AND  GEORGE  T.  ADAMS 
PARTNERS,  STYLING  THEMSELVES  JOHN  R.  ADAMS 
ACQ. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION   Of   SECTION   • 
OF   AN   ACT  OF   CONGRESS   APPROVED    SEPTEMBER    26,    1014. 

Docket  629--Januar7  27,  1921. 

Stllabus. 

Where  a  firm  engaged  In  the  sale  of  shtp  chandlery,  including  steward's  sup- 
plies, deck,  engine,  and  cabin  supplies,  gave  to  the  captains  and  other  em- 
ployees of  vessels  to  which  they  furnished  supplies,  cash  commissions  and 
gratuities  as  an  inducement  to  purchase  supplies : 

Seld,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  John  B.  Adams,  W.  J. 
Adams,  and  George  T.  Adams,  partners,  styling  themselves  John 
B.  Adams  &  Co.,  hereinafter  referred  to  as  the  respondents,  have 
been  and  are  using  unfair  methods  of  competition  in  interstate  and 
foreign  commerce  in  violation  of  the  provisions  of  section  5  of  an 
act  of  Congress  approved  September  26,  1914,  entitled,  ^'An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,"  and  it  appearing  that  a  proceeding  by  it 
in  respect  thereof  would  be  to  the  interest  of  the  publip,  issues  this 
complaint,  stating  its  charges  in  that  respect,  on  information  and 
belief  as  follows : 

Pabagbaph  1.  That  the  respondents,  John  K.  Adams,  W.  J.  Adams, 
and  George  T.  Adams,  partners,  styling  themselves  John  B.  Adams 
&  Co.,  have  their  principal  place  of  business  at  Port  Arthur,  in  the 
State  of  Texas. 

Par.  2.  That  the  respondents  are  engaged  in  the  business  of  sell- 
ing ship  chandlery,  including  steward's  supplies,  deck,  engine,  and 
cabin  supplies,  for  ships  engaged  in  coastwise  and  foreign  commerce, 
and  respondents  cause  said  commodities  to  be  delivered  to  ships 
reaching  ports  in  the  State  of  Texas  while  engaged  in  transporting 
passengers  and  commodities  between  ports  in  various  States  of  the 
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United  States  bordering  upon  the  eastern  and  southeastern  coast 
thereof,  and  in  transporting  passengers  and  commodities  from  Ameri- 
can ports  to  foreign  countries  in  due  course  of  commerce  among  the 
several  States  of  the  United  States  and  with  foreign  coimtries ;  such 
supplies  so  sold  by  respondent  being  for  consumption  and  use  by 
the  purchasers  thereof,  upon  the  high  seas,  in  and  beyond  the  terri- 
torial jurisdiction  of  the  United  States.  Said  business  is  and  has 
been  conducted  by  respondents  in  direct  active  competition  with 
other  persons,  partnerships,  and  corporations  similarly  engaged. 

Par.  8.  That  the  respondents  in  the  course  of  their  business  as  set 
out  in  paragraph  2  hereof,  give  and  have  given  to  captains  and  other 
officers  of  vessels  to  which  they  furnish  ship  chandlery,  valuable 
gifts  and  cash  commissions  and  gratuities,  to  induce  such  captains 
and  officers  to  purchase  ship  chandlery  supplies  from  respondents, 
and  without  other  consideration  therefor. 

Par.  4.  That  by  reason  of  the  facts  recited,  the  respondents  are 
using  an  unfair  method  of  competition  in  commerce,  within  the  in- 
tent and  meaning  of  section  6  of  an  act  of  Congress  entitled,  '^An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes '',  approved  September  26,  1914. 

KEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Conmiission  issued  and  served 
a  complaint  upon  the  respondents,  John  R.  Adams,  W.  J.  Adams,  and 
Oeorge  T.  Adams,  partners,  styling  themselves  John  R.  Adams  &  Co., 
charging  them  with  the  use  of  unfair  methods  of  competition  in 
violation  of  the  provisions  of  said  act. 

The  respondents  having  entered  their  appearance  and  having  stip- 
ulated and  agreed  that  a  statement  of  facts  signed  and  executed  by 
counsel  for  the  Commission  and  the  respondents,  subject  to  the  ap- 
proval of  the  Commission,  shall  be  taken  by  the  Commission  in  lieu 
of  testimony,  and  thereupon  this  proceeding  came  on  for  final  hear- 
ing, and  the  Commission  having  duly  considered  the  record  and 
being  now  fully  advised  in  the  premises,  makes  this  its  findings  as 
to  the  facts,  and  conclusion : 

FINDINGS  AS  TO  THE  FACTS. 

>  Paragraph  1.  That  the  respondents,  John  R.  Adams,  W.  XT.  Adams, 
and  Oeorge  T.  Adams  are  partners  styling  themselves  as  John  R. 
Adams  &  Co.,  having  their  principal  place  of  business  located  at  Port 
Arthur,  State  of  Texas,  and  are  now  and  at  all  times  hereinafter 
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mentioned  have  been  engaged  in  selling  ship  chandlery,  including 
steward's  supplies,  deck,  engine  and  cabin  supplies,  for  ships  en- 
gaged in  coastwise  and  foreign  commerce,  causing  said  commodities 
to  be  delivered  to  ships  reaching  ports  in  the  StatiB  of  Texas,  while 
engaged  in  transporting  passengers  and  commodities  between  ports 
in  the  various  States  of  the  United  States  and  in  transporting  pas- 
sengers and  commodities  from  American  ports  to  foreign  countries, 
in  due  course  of  commerce  among  the  several  States  of  the  United 
States  or  with  foreign  nations,  such  supplies  so  sold  by  respondents 
being  for  consumption  and  use  by  the  purchasers  thereof  upon  the 
high  seas,  in  and  beyond  the  territorial  jurisdiction  of  the  United 
States,  said  business  being  conducted  by  the  respondents  in  direct 
competition  with  other  persons,  partnerships,  and  corporations  sim- 
ilarly engaged. 

Par.  2.  That  the  respondents,  in  the  course  of  their  business  as 
described  in  paragraph  1  hereof,  for  several  years  last  past  have 
given  to  captains  and  other  officers  and  employees  of  vessels  to 
which  they  furnish  ship  chandlery  supplies,  cash  commissions  and 
gratuities  as  an  inducement  to  such  officers  and  employees  to  purchase 
for  the  owners  of  the  vessels  operated  by  them  ship  chandlery  sup- 
plies from  respondents. 

CONCLUSION. 

The  practices  of  the  said  respondents,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  and  foreign  commerce  and  constitute 
a  violation  of  the  act  of  Congress  approved  September  26,  1914, 
entitled  ^^An  act  to  create  a  Federal  Trade  Commission,  to  define 
powers  and  duties,  and  for  other  purposes.'* 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  and  an  agreed  state- 
ment of  facts,  and  the  Commission  having  made  its  findings  as  to 
the  facts  with  its  conclusion  that  the  respondents  have  violated  the 
provisions  of  the  act  of  Congress  approved  September  26,  1914, 
entitled  '^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,** 

It  is  ordered^  That  the  respondents,  John  B.  Adams,  W.  J.  Adams, 
and  George  T.  Adams,  partners,  styling  themselves  John  R.  Adams  & 
Co.  and  their  agents,  servants,  and  employees,  cease  and  desist  from 
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directly  or  indirectly  giving  to  captains  and  other  officers  and  em- 
ployees of  vessels,  cash  commissions  and  gratuities  as  an  inducement 
to  such  officers  and  employees  to  purchase  for  the  owners  of  the 
vessels  operated  by  them  ship  chandlery  supplies  from  respondents. 
It  18  further  orderedj  That  the  respondents  within  60  days  after 
the  date  of  the  service  upon  them  of  this  order,  file  with  the  Com- 
mission a  report  in  writing  setting  forth  in  detail  the  manner  and 
form  in  which  they  have  complied  with  the  order  to  cease  and  desist 
hereinbefore  set  forth.    - 
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FEDERAL  TRADE  COMMISSION 

GEO.  C.  LE  GENDRE  AND  GEO.  CHADWICK  LE  GENDRE, 
PARTNERS,  STYLING  THEMSELVES  GEO.  0.  LE 
GENDRE  &  SON. 

OOMPLiUNT  IN  THE  KATTEB  OF  THE  ALLEGED  VIOLATIOK  OF  SECTIOK  6  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEFTEKBBR   26.    1914. 

Docket  609— January  27,  1921. 

Stllabub. 

Where  a  firm  engaged  in  the  sale  of  ship  chandlery.  Including  steward's  sup- 
plies, deck,  engine,  cabin,  and  other  supplies,  gave  to  the  captains  and 
other  officers  of  vessels  to  which  it  furnished  supplies,  without  the  knowl- 
edge and  consent  of  their  employers,  valuable  gifts,  cash  commissions,  and 
gratuities  as  inducements  to  purchase,  and  as  gratuities  for  purchasing,  sup- 
plies: 

S^d,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
metliod  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission  having  reason  to  believe,  from 
a  preliminary  investigation  made  by  it,  that  George  C.  Le  Gendre 
and  George  Chadwick  Le  Crendre,  partners  styling  themselves  George 
C.  Le  Gendre  &  Son,  hereinafter  referred  to  as  the  respondents, 
have  been  and  are  using  unfair  methods  of  competition  in  interstate 
and  foreign  commerce  in  violation  of  the  provisions  of  section  6  of 
an  act  of  Congress  approved  September  26, 1914,  entitled,  ^^An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,"  and  it  appearing  that  a  proceeding  by  it  in 
respect  thereof ,  would  be  to  the  interest  of  the  public,  issues  this 
complaint,  stating  its  charges  in  that  respect  on  information  and 
belief  as  follows : 

Paragraph  1.  That  the  respondents,  George  C.  Le  Gendre  and 
George  Chadwick  Le  Gendre,  partners  styling  themselves  George  C. 
Le  Gendre  &  Son,  have  their  principal  place  of  business  at  Texas 
City,  in  the  State  of  Texas. 

Par.  2.  That  the  respondents  are  engaged  in  the  business  of  selling 
ship  chandlery,  including  steward's  supplies,  deck,  engine,  and  cabin 
supplies,  for  ships  engaged  in  coastwise  and  foreign  commerce  and 
respondents  cause  said  commodities  to  be  delivered  to  ships  reaching 
ports  in  the  State  of  Texas,  while  engaged  in  coastwise  and  foreign 
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commerce,  such  supplies  being  for  consumption  and  use  upon  the 
high  seas,  in  and  beyond  the  territorial  jurisdiction  of  the  United 
States,  said  business  being  conducted  in  direct,  active  competition 
with  other  persons,  partnerships,  and  corporations  similarly  engaged. 

Pab.  3.  That  the  respondents  in  the  course  of  their  business  as  set 
out  in  paragraph  2  hereof,  give  and  have  given  to  captains  and  other 
officers  of  vessels  to  which  they  furnish  ship  chandlery,  valuable 
gifts  and  cash  commissions  and  gratuities,  to  induce  such  captains 
and  officers  to  purchase  their  requirements  of  ship  chandlery,  from 
respondents,  without  other  consideration  therefor. 

Pab.  4.  That  by  reason  of  the  facts  recited,  the  respondents  are 
using  an  unfair  method  of  competition  in  commerce,  within  the  in- 
tent and  meaning  of  section  5  of  an  act  of  Congress  entitled,  ^An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  approved  September  26, 1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Septem- 
ber 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a  com- 
plaint upon  the  respondents,  Geo.  C.  LeGendre  and  Geo.  Chadwick 
LeGendre,  partners,  styling  themselves  Geo.  C.  LeGendre  &  Son, 
charging  them  with  the  use  of  unfair  methods  of  competition  in  com- 
merce in  violation  of  the  provisions  of  said  act 

The  respondents  having  entered  their  appearance  and  having  filed 
their  answer  herein,  admitting  the  allegations  of  the  complaint  and 
each  count  and  paragraph  thereof,  and  that  according  to  law  an 
order  should  be  entered  herein  as  prayed  in  said  complaint,  and 
agreeing  and  consenting  that  the  Federal  Trade  Commission  shall 
forthwith  proceed  to  make  and  enter  its  findings  as  to  the  facts  and 
order  without  the  introduction  of  testimony  in  support  thereof,  and 
having  stipulated  and  agreed  that  a  statement  of  facts  signed  and 
executed  by  counsel  for  the  Commission  and  the  respondents,  subject 
to  the  approval  of  the  Commission,  shall  be  taken  by  the  Commission 
in  lieu  of  testimony,  and  thereupon  this  proceeding  came  on  for  final 
hearing,  and  the  Commission  having  duly  considered  the  record  and 
now  being  fully  advised  in  the  premises,  makes  this  its  findings  as  to 
the  facts  and  conclusion: 

FINDINGS  AS  TO  THE  FACTTS. 

Pabaoraph  1.  That  the  respondents,  Geo.  C.  LeGendre  and  Geo. 
Chadwick  LeGendre,  partners,  styling  themselves  Geo.  C.  LeGendre 
&  Son,  have  been  engaged  in  the  business  of  selling  ship  chandlery, 
including  steward's,  deck,  engine,  cabin,  and  other  supplies  to  ships 
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engaged  in  coastwise  and  foreign  commerce,  at  Texas  City,  State  of 
Texas,  causing  said  commodities  to  be  delivered  to  ships  reaching 
ports  in  the  State  of  Texas,  while  engaged  in  the  transportation  of 
passengers  and  cargoes  between  ports  in  the  various  States  of  the 
United  States  and  the  transportation  of  passengers  and  cargoes  be- 
tween ports  of  the  United  States  and  foreign  countries,  such  sup- 
plies so  sold  being  for  use  and  consumption  upon  the  high  seas  in  and 
beyond  the  territorial  jurisdiction  of  the  United  States,  said  business 
being  conducted  in  direct  competition  with  other  persons,  partner- 
ships, and  corporations  similarly  engaged. 

Par.  2.  That  in  the  course  of  their  business  of  selling  supplies  for 
ships  as  described  in  paragraph  1  hereof,  the  respondents  for  several 
months  last  prior  to  March  1,  1920,  have  given  to  captains  and  other 
officers  of  vessels  to  which  they  have  furnished  supplies,  without  the 
knowledge  and  consent  of  their  employers,  and  without  other  con- 
sideration therefor,  valuable  gifts,  cash  commissions,  and  gratuities  as 
inducements  to  purchase  and  as  gratuities  for  purchasing  for  the 
owners  of  the  vessels  operated  by  said  officers,  their  requirements  of 
ship  chandlery  from  the  respondents. 

CONCLUSION. 

The  practices  of  the  said  respondents,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods  of 
competition  in  interstate  and  foreign  commerce  and  constitute  a  vio- 
lation of  the  act  of  Congress  approved  September  26, 1914,  entitled 
^^An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes." 

ORDEB  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Conunission,  the  answer  of  the 
respondents,  and  an  agreed  statement  of  facts,  and  the  Commission 
having  made  its  findings  as  to  the  facts  with  its  conclusion  that  the 
respondents  have  violated  the  provisions  of  the  act  of  Congress 
approved  September  26,  1914,  entitled  ^^An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes," 

It  is  ordered^  That  the  respondents,  Geo.  C.  LeGendre  and  Geo. 
Chadwick  LeGendre,  partners,  styling  themselves  Geo.  C.  LeGendre 
A  Son,  and  their  agents,  servants,  and  employees  cease  and  desist  from 
directly  or  indirectly  giving  to  captains  and  other  officers  of  vessels 
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valuable  gifts,  cash  commissions,  and  gratuities  as  inducements  to 
purchase  and  as  gratuities  for  purchasing  for  the  owners  of  the 
vessels  operated  by  said  officers  their  requirements  of  ship  chandlery 
from  the  respondents. 

It  is  further  ordered^  That  the  respondents,  within  60  dajrs  after 
the  date  of  service  upon  them  of  this  order,  file  with  the  CommiasicHi 
a  report  in  writing  setting  forth  in  detail  the  manner  and  form  in 
which  he  has  complied  with  the  order  to  cease  and  decdst  hereinbefore 
set  forth. 
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FEDERAL  TRADE  COMMISSION 

V, 

D.  A.  WINSLOW,  J.  JONES,  AND  D.  R  ROBISHAW,  A  CO- 
PARTNERSHIP  DOING  BUSINESS  UNDER  THE  NAME 
AND  STYLE  OF  D.  A.  WINSLOW  &  CO. 

OOMFLAnn*  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  6  OF 
AN  ACT  OF  CONfflKESS  AFFBOVED  SEFTBMBEB  26,  1014. 

Docket  468.— January  28,  1021. 

STLLkBVB, 

Wbeie  a  firm  engaged  In  the  sale  of  provierions,  merchandise,  and  other  ship 
supplies,  gave  to  the  captains  of  vessels  to  which  it  famished  supplies, 
without  the  knowledge  and  consent  of  their  employers,  large  sums  of 
money,  as  inducements  to  purchase,  and  as  gratuities  for  purchasing,  sup- 
plies 2 

Seid,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  D.  A.  Winslow,  J.  Jones, 
and  D.  H.  Robishaw,  a  copartnership  doing  business  under  the  name 
and  style  of  D.  A.  Winslow  &  Co.,  have  been  and  are  using  unfair 
methods  of  competition  in  interstate  and  foreign  commerce  in  viola- 
tion of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled  "An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes,"  and 
it  appearing  that  a  proceeding  by  it  in  respect  thereto  would  be  in 
the  interest  of  the  public,  issues  this  complaint  stating  its  charges  in 
that  respect  on  opinion  and  belief  ae  follows : 

Paragraph  1.  That  the  respondents,  D.  A.  Winslow,  J.  Jones,  and 
D.  H.  Robishaw,  a  copartnership  doing  business  under  the  name  and 
style  of  D.  A.  Winslow  &  Co.,  with  their  principal  office  and  place  of 
business  at  the  city  of  Norfolk,  State  of  Virginia,  are  now,  and  have 
been  for  more  than  a  year  last  past,  engaged  in  selling  provisions, 
merchandise,  and  other  supplies  for  ships  in  interstate  and  foreign 
commerce,  and  that  at  all  times  hereinafter  mentioned  the  respondents 
have  carried  on  and  conducted  such  business  in  direct  competition 
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with  other  persons,  firms,  copartnerships,  and  corporations  similarly 
engaged. 

Par.  2.  That  in  the  conduct  of  their  business  respondents  pur- 
chase provisions,  merchandise,  and  other  supplies  for  ships  in  various 
States  of  the  United  States  and  Territories  thereof  and  transport 
the  same  through  other  States  and  Territories  in  and  to  the  city  of 
Norfolk,  State  of  Virginia,  where  the  same  are  sold  and  delivered  to 
ships  owned  by  citizens  of  foreign  countries  with  whom  the  respond- 
ents have  negotiated  and  contracted  to  supply  their  ships  with  such 
supplies  when  calling  at  American  ports,  and  there  is  continuously 
and  has  been  at  all  times  hereinafter  mentioned  a  constant  current 
of  trade  and  commerce  in  said  products  between  the  various  States 
and  Territories  of  the  United  States  and  foreign  countries. 

Par.  3.  That  in  the  course  of  their  business  of  selling  provisions, 
merchandise,  and  other  supplies  for  ships  in  interstate  and  foreign 
commerce,  the  respondents  are  now  and  for  more  than  one  year  last 
past  have  been  giving  and  oflFering  to  give  to  employees  of  both 
their  customers  and  prospective  customers,  and  their  competitors' 
customers  and  prospective  customers,  as  an  inducement  to  influence 
said  employees  to  purchase  or  contract  to  purchase  for  their  em- 
ployers  from  the  respondents,  provisions,  merchandise,  and  other  sup- 
plies for  ships,  without  other  consideration  therefor,  gratuities  such 
as  liquor,  cigars,  meals,  theater  tickets,  valuable  presents,  and  enter- 
tainment. 

Par.  4.  That  in  the  course  of  their  business  of  selling  provisions, 
merchandise,  and  other  supplies  in  interstate  and  foreign  commerce, 
the  respondents  are  now  and  for  more  than  one  year  last  past  have 
been  paying  and  offering  to  pay  to  employees  of  both  their  cus- 
tomers and  prospective  customers,  and  their  competitors'  customers 
and  prospective  customers,  without  the  knowledge  and  consent  of 
their  employers,  sums  of  money  as  an  inducement  to  influence  said 
employees  to  purchase  or  contract  to  purchase  for  their  employers 
from  the  respondents,  provisions,  merchandise,  and  other  supplies. 

KEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Septem- 
ber 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a  com- 
plaint upon  the  respondents,  D.  A.  Winslow,  J.  Jones,  and  D.  H. 
Robishaw,  a  copartnership,  doing  business  under  the  name  and  style 
of  D.  A.  Winslow  &  Co.,  charging  them  with  the  use  of  unfair 
methods  of  competition  in  interstate  and  foreign  commerce  in  viola- 
tion of  the  provisions  of  said  act. 
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same  trip,  and  that  captains  are  clothed  with  discretion  to  make  their 
purchases  at  such  port  as  they  may  select ;  that  the  payment  of  com- 
missions and  the  giving  of  gratuities  by  respondents,  as  found  in 
paragraph  5,  hereof,  have  ]}een  for  the  purpose  of  inducing  captains 
to  purchase  supplies  from  them  rather  than  from  their  competitors 
at  Norfolk  or  other  ports;  that  failure  of  respondents  to  pay  com- 
missions^ and  give  gratuities  has  resulted  and  will  result  in  captains 
purchasing  supplies  at  other  ports  where  ship  chandlers  under  con- 
tract or  other  arrangement  with  the  owners  will  or  may  pay  gratu- 
ities. In  the  case  of  what  are  termed  ^^  free "  ships,  the  owners  do 
not  have  subsisting  contracts  with  ship  chandlers  to  furnish  sup- 
plies to  the  vessels  when  calling  at  ports  of  the  United  States,  but 
the  captains  of  such  vessels  have  authority  from  the  owners  to  pur- 
chase supplies  at  such  ports  from  such  ship  chandlers  and  in  such 
quantities  as  the  captain  may  deem  necessary  and  advisable;  that 
the  payment  of  commissions  and  the  giving  of  gratuities  by  re- 
spondents in  such  cases  have  been  to  induce  the  captains  to  purchase 
supplies  from  the  respondents. 

CONCLUSION. 

The  practices  of  the  said  respondents,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  and  foreign  commerce  and  constitute  a 
violation  of  the  act  of  Congress  approved  September  26,  1914,  en- 
titled ^^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes." 

OBDES  TO  CEASE  AND  DESIST. 

« 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondents,  and  the  testimony,  and  the  Commission  having  made  its 
findings  as  to  the  facts  with  its  conclusion  that  the  respondents  have 
violated  the  provisions  of  an  act  of  Congress  approved  September 
26,  1914,  entitled,  "An  act  to  create  a  Federal  Trade  Conamission, 
to  define  its  powers  and  duties,  and  for  other  purposes," 

It  is  now  ordered^  That  the  respondents,  D.  A.  Winslow,  J.  Jones, 
and  D.  H.  Eobishaw,  a  copa.rtnership,  doing  business  under  the  name 
and  style  of  D.  A.  Winslow  &  Co.,  and  their  agents,  servants,  and 
employees,  cease  and  desist  from  directly  or  indirectly  giving  to  cap- 
tains or  other  employees  of  vessels,  sums  of  money  or  gratuities  of 
nriy  kind  whatsoever  as  inducements  to  purchase  or  as  gratuitied 
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their  ships  with  supplies  when  calling  at  these  ports ;  that  approxi- 
mately 90  per  cent  of  the  respondent's  business,  amounting  to  as 
much  as  $750,000  in  some  years,  is  initiated  with  the  owners  of  ships 
in  foreign  countries  through  contracts  entered  into  and  agreed  upon 
by  a  representative  of  the  respondents  soliciting  business  in  those 
countries,  in  which  the  respondents  agree  to  furnish  ships  with  sup- 
plies when  calling  at  Norfolk  and  other  ports  in  the  State  of  Vir- 
ginia at  prices  named  in  the  contracts,  excepting  when  circum- 
stances reasonably  beyond  the  respondents'  control  compel  them  to 
vary  such  prices. 

Par.  4.  That  upon  the  arrival  of  a  ship  and  after  arrangements 
have  been  made, 'either  by  contract  or  otherwise,  for  the  respondents 
to  furnish  a  ship  with  supplies,  the  captain,  after  some  preliminary 
negotiations,  usually  visits  one  of  the  stores  of  the  respondents  in 
Norfolk  or  Newport  News  and  there  selects  and  orders  such  sup- 
plies and  in  such  quantities  as  he  may  determine  his  ship  will  re- 
quire for  its  use  in  port  and  at  sea;  that  after  the  supplies  have 
been  delivered  and  inspected  and  the  ship  is  about  to  depart,  the 
captain  calls  upon  the  respondents,  checks  over  the  bill  for  the  sup- 
plies, and  on  his  approval  of  same  by  signing  it,  the  respondents 
secure  payment  for  same  from  the  agents  of  the  owners  at  these 
ports  authorized  to  pay  the  ship's  disbursements  or  by  draft  on  the 
owners. 

Par.  5.  That  in  the  course  of  their  business  of  selling  supplies  for 
ships  as  described  herein  the  respondents  for  several  years  last 
past  have  given  to  the  captains  of  practically  all  of  the  vessels  to 
which  they  have  furnished  supplies,  without  the  knowledge  and  con- 
sent of  their  employers  and  without  other  consideration  therefor, 
large  sums  of  money,  amounting  in  some  instances  to  as  much  as 
$400,  or  5  per  cent  of  their  bills,  as  inducements  to  purchase  and  as 
gratuities  for  purchasing  for  the  owners  of  the  vessels  operated  by 
them,  provisions,  merchandise,  and  other  supplies  for  ships  from  the 
respondents. 

Par.  6.  In  many  instances  where  the  respondents  have  contracts 
with  shipowners  to  supply  their  vessels  when  calling  at  the  ports  at 
which  respondents  do  business,  such  owners  also  have  contracts  or 
arrangements  with  ship  chandlers  iji  other  ports  of  the  United  States 
to  furnish  their  ships  supplies  when  calling  at  those  ports ;  that  the 
captains  of  vessels  whose  owners  have  such  contracts  or  arrange- 
ments with  ship  chandlers  for  supplies  as  herein  described  and  found 
to  exist,  are  required  to  purchase  from  ship  chandlers  with  whom 
the  owners  have  such  contracts  or  arrangements ;  that  vessels  of  such 
owners  frequently  call  at  several  ports  of  the  United  States  on  the 
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same  trip,  and  that  captains  are  clothed  with  discretion  to  make  their 
purchases  at  such  port  as  they  may  select ;  that  the  payment  of  com- 
missions and  the  giving  of  gratuities  by  respondents,  as  found  in 
paragraph  5,  hereof,  have  ):)een  for  the  purpose  of  inducing  captains 
to  purchase  supplies  from  them  rather  than  from  their  competitors 
at  Norfolk  or  other  ports;  that  failure  of  respondents  to  pay  com- 
missions and  give  gratuities  has  resulted  and  will  result  in  captains 
purchasing  supplies  at  other  ports  where  ship  chandlers  under  con- 
tract or  other  arrangement  with  the  owners  will  or  may  pay  gratu- 
ities. In  the  case  of  what  are  termed  ^^  free "  ships,  the  owners  do 
not  have  subsisting  contracts  with  ship  chandlers  to  furnish  sup- 
plies to  the  vessels  when  calling  at  ports  of  the  United  States,  but 
the  captains  of  such  vessels  have  authority  from  the  owners  to  pur- 
chase supplies  at  such  ports  from  such  ship  chandlers  and  in  such 
quantities  as  the  captain  may  deem  necessary  and  advisable;  that 
the  payment  of  commissions  and  the  giving  of  gratuities  by  re- 
spondents in  such  cases  have  been  to  induce  the  captains  to  purchase 
supplies  from  the  respondents. 

CONCLUSION. 

The  practices  of  the  said  respondents,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  and  foreign  commerce  and  constitute  a 
violation  of  the  act  of  Congress  approved  September  26,  1914,  en- 
titled '^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes." 

OBDES  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondents,  and  the  testimony,  and  the  Commission  having  made  its 
findings  as  to  the  facts  with  its  conclusion  that  the  respondents  have 
violated  the  provisions  of  an  act  of  Congress  approved  September 
26,  1914,  entitled,  ^^An  act  to  create  a  Federal  Trade  Commission, 
to  define  its  powers  and  duties,  and  for  other  purposes," 

It  is  now  ordered^  That  the  respondents,  D.  A.  Winslow,  J.  Jones, 
and  D.  H.  Eobishaw,  a  copi^rtnership,  doing  business  under  the  name 
and  style  of  D.  A.  Winslow  &  Co.,  and  their  agents,  servants,  and 
employees,  cease  and  desist  from  directly  or  indirectly  giving  to  cap- 
tains or  other  employees  of  vessels,  sums  of  money  or  gratuities  of 
any  kind  whatsoever  as  inducements  to  purchase  or  as  gratuities 
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for  purehniilng,  for  the  owners  of  the  vessels  operated  by  them  pro- 
vInIudHi  m^rehandiae,  and  other  supplies  for  ships,  from  the  respond- 
t»nta, 

Ji  i$  further  0r4$rtd^  That  the  respondents  within  60  days  after 
the  d«ite  of  aerviee  upon  them  of  this  order,  file  with  the  Commission 
A  report  in  writing  setting  f6rth  in  detail  the  manner  and  form  in 
which  the;y  hnv^  oomplied  with  the  order  to  cease  and  desist,  here- 
iuUfore  M  f<>rth« 


Th^  (\miniwic4i  hM  also  issued  a  similar  order  in  the  case  of 
N^uh)^  Ship  Supply  CX  (Inc.)  (of  Baltimore,  Md.),  Docket  614, 
^(^^i^l^U  %>«^U4^r^  ^y  inv^lYing  rabstantially  the  same  facts  as  the  pre- 
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FEDERAL  TRADE  COMMISSION 

V. 

T.  C.  HURST  AND  FLOYD  HURST,  A  COPARTNERSHIP 
DOING  BUSINESS  UNDER  THE  NAME  AND  STYLE  OF 
T.  C.  HURST  &  SON. 

OOMFLAINT  IN  THE  MATTER  OF  THE  AULEGED  VIOIATION  OF  SECTION  6  OF 
AN  ACT  OF  CONGRESS,  APPROVED  SEPTEMBER  26,   1914. 

Docket  613— January  28,  1021. 

Stuabus. 

Where  a  firm  engaged  in  the  sale  of  groceries,  provisions,  meats,  deck,  engine, 
and  other  ship  supplies,  gave  to  captains  and  other  employees  ot  vessels  to 
which  it  furnished  supplies,  witliont  the  knowledge  and  consent  of  their 
employers,  sums  of  money  and  other  gratuities  as  inducements  to  purchase, 
and  as  gratuities  for  purchasing,  supplies : 

Held,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminarj  investigation  made  by  it,  that  T,  C.  Hurst  and  Floyd 
Hurst,  a  copartnership  doing  business  under  the  name  and  style  of 
T.  C.  Hurst  &  Son,  hereinafter  referred  to  as  respondents,  have  been 
and  are  using  unfair  methods  of  competition  in  interstate  and  for- 
eign commerce  in  violation  of  the  provisions  of  section  5  of  an  act  of 
Congress  approved  September  26,  1914,  entitled,  "An  Act  to  oreate 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and 
for  other  purposes,"  and  it  appearing  that  a  proceeding  by  it  in  re- 
spect thereof  would  be  to  the  interest  of  the  public,  issues  this  com- 
plaint, stating  its  charges  in  that  respect  on  information  and  belief 
as  follows : 

Paragraph  1.  That  the  respondents,  T.  C.  Hurst*  and  Floyd  Hurst,  a 
copartnership  doing  business  under  the  name  and  style  of  T.  C.  Hurst 
&  Son,  with  their  principal  office  and  place  of  business  at  the  city 
of  Norfolk,  State  of  Virginia,  are  now  and  for  more  than  one  year 
last  past  have  been  engaged  in  selling  and  delivering  for  transporta- 
tion in  interstate  and  foreign  commerce,  groceries,  provisions,  meats, 
deck,  and  engine  supplies,  in  direct  competition  with  other  persons, 
firms,  copartnerships,  and  corporations  similarly  engaged. 

Par.  2.  That  the  respondents,  T.  C.  Hurst  and  Floyd  Hurst,  a  co- 
partnership doing  business  under  the  name  and  style  of  T.  C.  Hurst  A 
Son,  in  the  conduct  of  their  business,  purchase  such  merchandise  and 
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supplies  for  ships  in  various  States  of  the  United  States  and  Terri- 
tories thereof  and  transport  same  through  other  States  and  Terri- 
tories in  and  to  the  city  of  Norfolk,  State  of  Virginia,  where  the 
same  are  sold  and  delivered  to  foreign-owned  and  American  vessels 
engaged  in  plying  and  transporting  goods  between  and  among 
foreign  and  American  ports,  and  engaged  in  plying  and  in  trans- 
porting goods  between  and  among  American  ports  in  interstate  and 
foreign  commerce.  That  said  merchandise  and  ship  supplies  sold 
and  delivered  by  respondent  as  aforesaid  are  for  consumption  and 
use  by  such  ships  or  vessels  upon  the  high  seas  in  and  beyond  the 
territorial  waters  of  the  United  States,  and  there  is  continuously  and 
has  been  at  all  times  hereinafter  mentioned  a  constant  current  of 
trade  and  commerce  in  said  merchandise  and  ship  supplies  as  afore- 
said between  and  among  the  various  States  and  Territories  of  the 
United  States  and  foreign  countries. 

Par.  3.  That  the  respondents,  T.  C.  Hurst  and  Floyd  Hurst,  a 
copartnership  doing  business  under  the  name  and  style  of  T.  C. 
Hurst  &  Son,  within  one  year  last  past,  in  the  course  of  their  busi- 
ness as  aforesaid,  have  given  to  captains,  engineers,  and  other  em- 
ployees of  foreign  and  American  owned  ships  and  vessels  to  which 
they  sold  and  delivered  merchandise  and  ship  supplies,  as  aforesaid, 
without  the  knowledge  and  consent  of  their  employers  or  owners  of 
said  ships  or  vessels,  sums  of  money  and  other  gratuities  as  an  in- 
ducement to  influence  their  employers  or  owners  of  said  ships  or  ves- 
sels to  purchase  said  merchandise  and  ship  supplies  from  the  re- 
spondents. 

Par.  4.  That  by  reason  of  the  facts  recited,  the  respondents  are 
using  an  unfair  method  of  competition  in  commerce  within  the  intent 
and  meaning  of  section  5  of  an  act  of  Congress  entitled  ^^An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,"  approved  September  26, 1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondents,  T.  C.  Hurst  and  Floyd  Hurst,  a 
copartnership  doing  business  under  the  name  and  style  of  T.  C. 
Hurst  &  Son,  charging  them  with  the  use  of  unfair  metiiods  of  com- 
petition in  commerce  in  violation  of  the  provisions  of  said  act. 

The  respondents  having  entered  their  appearance  and  having  filed 
an  answer  admitting  the  allegations  of  the  complaint  as  alleged, 
except  that  gratuities  have  only  been  given  to  a  small  percentage  of 
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their  trade  for  the  purpose  of  retaming  the  good  will  of  captains, 
engineers,  and  other  employees  of  ships  and  of  keeping  the  trade 
of  the  diips  upon  which  they  are  employed,  and  that  no  gratuities 
hare  been  given  by  them  for  the  purposes  alleged  since  January  1, 
1920,  and  agreeing  and  consenting  that  the  Federal  Trade  Commis- 
sion shall  forthwith  proceed  to  make  and  enter  its  findings  as  to  the 
facts  and  its  order  disposing  of  this  proceeding  without  the  introduc- 
tion of  testimony,  and  that  this  answer  shall  be  taken  and  considered 
as  and  in  lieu  of  testimony,  the  taking  of  which  the  respondents  waive. 
And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
attorneys  for  the  Commission  and  the  respondents  having  waived  the 
filing  of  briefs  and  oral  argument,  and  the  Conunission  having  duly 
considered  the  record  and  being  now  fully  advised  in  the  premises, 
makes  this  its  findings  as  to  the  facts  and  conclusion : 

FINDINGS  AS  TO  THE  TACTS. 

Paragbaph  1.  That  the  respondents,  T.  C.  Hurst  and  Floyd  Hurst, 
are  copartners  doing  business  under  the  name  and  style  of  T.  C. 
Hurst  &  Son,  with  their  principal  place  of  business  at  the  city  of 
Norfolk,  State  of  Virginia,  and  are  now  and  at  all  times  hereinafter 
mentioned  have  been  engaged  in  selling  groceries,  provisions,  meats, 
deck,  engine,  and  other  supplies  for  ships  engaged  in  coastwise  and 
foreign  commerce,  causing  said  commodities  to  be  delivered  to  ships 
reaching  ports  in  the  State  of  Virginia  while  engaged  in  transport- 
ing passengers  and  commodities  between  various  States  of  the  United 
States  and  in  transporting  passengers  and  commodities  between 
American  ports  and  ports  in  foreign  countries,  in  due  course  of 
commerce  among  the  several  States  of  the  United  States  or  with 
foreign  nations;  that  such  supplies  so  sold  by  the  respondents  are 
for  consumption  and  use  by  the  purchasers  thereof  upon  the  high 
seas  in  and  beyond  the  territorial  jurisdiction  of  the  United  States, 
said  business  being  conducted  by  the  respondents  in  direct  competi- 
tion with  other  persons,  partnerships,  and  corporations  similarly 
engaged. 

Par.  2.  That  in  the  course  of  their  business  as  described  herein, 
the  respondents  purchase  groceries,  provisions,  meats,  deck,  engine, 
and  other  supplies  for  ships  in  various  States  of  the  United  States, 
transporting  same  from  said  places  of  purchase  through  other  States 
to  their  place  of  business  in  the  State  of  Virginia,  where  they  are 
kept  and  stored  for  their  trade  in  furnishing  supplies  for  ships  as 
aforesaid. 

» 
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Par.  8.  That  in  the  course  of  their  business  of  selling  supplies  for 
ships  as  described  herein,  the  respondents  for  several  years  last  prior 
to  1920  have  given  to  captains,  engineers,  and  other  employees  of 
vessels  to  which  they  have  furnished  supplies,  without  the  knowledge 
and  coilsent  of  their  employers  and  without  other  consideration  there- 
for, sums  of  money  and  other  gratuitities  as  inducements  to  influence 
their  employers  to  purchase,  and  as  gratuities  for  purchasing  for  said 
employers  groceries,  provisions,  meats,  deck,  engine,  and  other  sup- 
plies for  ships  from  the  respondents. 

OONCLUSION. 

The  practices  of  said  respondents,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  violation  of  the  act  of  Congress  approved  Septem- 
ber 26, 1914,  entitled,  ''An  act  to  create  a  Federal  Trade  Commission, 
to  define  its  powers  and  duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  and  answer  of  the  respondents,  and  the 
Commission  having  made  its  findings  as  to  the  facts  with  its  con- 
clusion that  the  respondents  have  violated  the  provisions  of  an  act 
of  Congress  approved  September  26,  1914,  entitled  "An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and 
for  other  purposes," 

It  is  now  ordered^  That  the  respondents,  T.  C.  Hurst  and  Floyd 
Hurst,  copartners  doing  business  under  the  name  and  style  of 
T.  C.  Hurst  &  Son,  their  agents,  representatives,  servants,  and 
employees,  do  cease  and  desist  from  directly  or  indirectly  giving, 
or  offering  to  give,  to  captains,  engineers,  and  other  employees  of 
vessels  sums  of  money  and  other  gratuities  as  inducements  to  in- 
fluence their  employers  to  purchase  and  as  gratuities  for  purchasing 
for  said  employers  groceries,  provisions,  meats,  deck,  engine,  and 
other  supplies  for  ships  from  the  respondents. 

It  is  further  ordered^  That  the  respondents,  T.  C.  Hurst  and 
Floyd  Hurst,  copartners  doing  business  imder  the  name  and  style 
of  T.  C.  Hurst  &  Son,  file  report  in  writing  with  the  Commission 
not  later  than  the  1st  day  of  April,  A.  D.  1921,  stating  in  detail 
the  manner  and  form  in  which  this  order  has  been  complied  with 
and  conformed  to. 
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FEDERAL  TRADE  COMMISSION 

V. 

MARINE  EQUIPMENT  COMPANY,  INC. 

OOXPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION   t 
OF  AN  ACT  OF  CONGRESS  AFFROVED  SEPTEMBER  26,  1914. 

Docket  616.— January  2S,  1021. 

STLL4BU8. 

Where  a  corporation  engaged  in  the  sale  of  steel  cables,  rope,  pulleys,  hard- 
ware, and  general  merchandise,  required  for  deck  and  engine  supplies  on 
ships,  gave  to  engineers  and  to  other  «nployees  and  representatives  of 
customers  and  shipowners,  small  cash  gratuities  or  commissions  and  pres- 
ents of  small  value,  meals,  and  occasional  entertainment  such  as  the  theater 
and  automobile  rides,  as  inducements  to  purchase,  and  as  gratuities  for 
purchasing,  supplies: 

Beld,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  the  Marine  Equipment 
Co.  (Inc.),  hereinafter  referred  to  as  respondent,  has  been  and  is 
using  unfair  methods  of  competition  in  interstate  and  foreign  com- 
merce in  violation  of  the  provisions  of  section  5  of  an  act  of  Congress 
approved  September  26,  1914,  entitled  "An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes,"  and  it  appearing  that  a  proceeding  by  it  in  respect  thereof 
would  be  to  the  interest  of  the  public,  issues  this  complaint,  stating 
its  charges  in  that  respect  on  information  and  belief  as  f oUovrs : 

Paragraph  1.  That  the  respondent,  the  Marine  Equipment  Co. 
(Inc.),  is  now  and  was  at  all  times  hereinafter  mentioned,  a  corpora- 
tion organized  and  existing  under  and  by  virtue 'of  the  laws  of  the 
State  of  Virginia,  with  its  principal  office  and  place  of  business  at 
the  city  of  Norfolk,  State  of  Virginia,  and  is  now  and  for  more  than 
one  year  last  past  has  been  engaged  in  selling  and  delivering  for 
transportation  in  interstate  and  foreign  commerce,  steel  cables,  rope, 
pulleys,  hardware  of  all  descriptions,  and  general  merchandise  re- 
quired for  deck  and  engine  supplies  on  ships,  in  direct  competition 
with  other  persons,  firms,  copartnerships,  and  corporations  similarly 
engaged. 
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Pab.  2.  That  the  respondent  in  the  conduct  of  its  business  pur- 
chases such  merchandise  and  supplies  for  ships  in  various  Stat^  of 
the  United  States  and  Territories  thereof  and  transports  same 
through  other  States  and  Territories  in  and  to  the  city  of  Nor- 
folk, State  of  Virginia,  where  the  same  are  sold  and  delivered  to 
foreign-owned  and  American  vessels  engaged  in  plying  and  trans- 
porting goods  between  and  among  foreign  and  American  ports,  ai\d 
engaged  in  plying  and  in  transporting  goods  between  and  among 
American  ports  in  interstate  and  foreign  commerce.  That  said  mer- 
chandise and  ship  supplies  sold  and  delivered  by  respondent  as 
aforesaid  are  for  consumption  and  use  by  such  ships  or  vessels 
upon  the  high  seas  in  and  beyond  the  territorial  waters  of  the  United 
States  and  there  is  continuously  and  has  been  at  all  times  hereinafter 
mentioned  a  constant  current  of  trade  and  commerce  in  said  mer- 
chandise and  ship  supplies  as  aforesaid  between  and  among  the 
various  States  and  Territories  of  the  United  States  and  foreign 
countries. 

■  Pab.  3.  That  the  respondent,  the  Marine  Equipment  Co.  (Inc.), 
within  the  two  years  last  past  in  the  course  of  its  business  as  afore- 
said, has  given  to  captains,  engineers,  and  other  employees  of  vessels 
to  which  it  sold  and  delivered  merchandise  and  ship  supplies,  with- 
out the  knowledge  and  consent  of  their  employers  or  owners  of  said 
ships  or  vessels,  sums  of  money  and  other  gratuities  as  an  induce- 
ment to  influence  their  employers  or  owners  of  said  ships  or  vessels, 
to  purchase  said  merchandise  and  supplies  from  the  respondent 

Par.  4.  That  by  reason  of  the  facts  recited,  the  respondent  is  using 
an  unfair  method  of  competition  in  commerce  within  the  intent  and 
meaning  of  section  5  of  an  act  of  Congress  entitled,  '^An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,"  approved  September  26,  1914. 

KEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDEB. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  the  Marine  Equipment  Co.  (Inc.), 
charging  it  with  the  use  of  unfair  methods  of  competition  in  inter- 
state and  foreign  commerce,  in  violation  of  the  provisions  of  said 

act. 

The  respondent  having  entered  its  appearance  and  filed  its  an- 
swer herein,  and  having  stipulated  and  agreed  that  a  statement  of 
facts  signed  and  executed  by  Adrien  F.  Busick,  acting  chief  counsel 
for  the  Federal  Trade  Commission,  and  the  respondent,  subject  to 
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the  approval  of  the  Commission,  shall  be  taken  by  the  Commission 
iQ  lieu  of  testimony,  and  agreeing  and  consenting  that  the  Federal 
Trade  Conmiission  shall  forthwith  proceed  to  make  and  enter  its 
findings  as  to  the  facts,  its  conclusions,  and  order  disposing  of  this 
proceeding  without  the  introduction  of  testimony  in  support  thereof; 
and  thereupon  this  proceeding  came  on  for  final  hearing  and  the 
attorneys  having  waived  the  filing  of  briefs  and  oral  argument  and 
the  Commission  having  duly  considered  the  record  and  being  now 
folly  advised  in  the  premises,  makes  this  its  findings  as  to  the  facts 
and  conclusion: 

FINDINGS  AS  TO  THE  FACTS. 

Paragbaph  1.  That  the  respondent,  the  Marine  Equipment  Co. 
(Inc.),  is  a  corporation  organized  and  existing  imder  the  laws  of  the 
State  of  Virginia,  having  its  principal  office  and  place  of  business  at 
the  city  of  Norfolk,  State  of  Virginia,  and  is  now  and  for  more  than 
one  year  last  past  has  been  engaged  in  selling  steel  cables,  rope,  pul- 
leys, hardware,  and  general  merchandise  required  for  deck  and  en- 
gine supplies  on  ships;  that  in  the  conduct  of  its  business  the  re- 
spondent purchases  such  merchandise  and  supplies  in  various  States 
of  the  United  States  and  transports  same  through  other  States  to 
the  city  of  Norfolk,  State  of  Virginia,  where  the  same  are  sold  and 
delivered  to  foreign-owned  and  American  vessels  engaged  in  plying 
and  transporting  goods  between  and  among  foreign  and  American 
ports,  and  engaged  in  plying  and  transporting  goods  between  Amer- 
ican ports,  such  supplies  so  sold  by  respondent  being  for  consump- 
tion and  use  by  the  purchasers  thereof  upon  the  high  seas  in  and 
beyond  the  territorial  jurisdiction  of  the  United  States,  said  busi- 
ness being  conducted  in  direct  competition  with  *other  persons, 
partnerships,  and  corporations  similarly  engaged. 

Pab.  2.  That  the  respondent,  the  Marine  Equipment  Co.  (Inc.),  in 
the  course  of  its  business  as  described  in  paragraph  1  hereof,  for 
several  years  last  past  has  given  cash  gratuities  or  commissions  of  $5 
each  to  engineers  of  certain  boats  of  customers  upon  the  purchase  of 
a  barrel  of  oil,  and  presents  of  hats  and  other  things  of  small  value  to 
representatives  and  employees  of  customers  to  whom  it  was  selling 
supplies,  and  it  has  frequently  taken  the  agents  and  representatives 
of  customers  and  shipowners  to  whom  it  was  selling  supplies  to  lunch 
or  dinner,  and  occasionally  to  the  theater  and  on  automobile  rides  in 
and  about  the  city  of  Norfolk,  as  an  inducement  to  influence  their 
employers  to  purchase,  and  as  gratuities  for  purchasing  for  said  em- 
ployers, steel  cables,  rope,  pulleys,  hardware,  general  merchandise, 
and  other  supplies  for  ships  from  the  respondent. 
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COKGLUSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods  of 
competition  in  interstate  and  foreign  commerce  and  constitute  a  vio- 
lation of  the  act  of  Congress,  approved  September  26, 1914,  entitled 
^An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST. 

l^iis  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  answer  of  respond- 
ent, and  an  agreed  statement  of  facts,  and  the  Commission  having 
made  its  findings  as  to  the  facts  with  its  conclusion  that  the  respond- 
ent has  violated  the  provisions  of  the  act  of  Congress,  approved  Sep- 
tember 26, 1914,  entitled  ^^An  act  to  create  a  Federal  Trade  Commis- 
sion, to  define  its  powers  and  duties,  and  for  other  purposes,'' 

It  is  now  ordered^  That  the  respondent,  the  Marine  Equipment  Co. 
(Inc.),  and  its  officers,  directors,  agents,  servants,  and  employees, 
cease  and  desist  from  directly  or  indirectly  giving  to  captains,  engi- 
neers and  other  employees  of  vessels  cash  gratuities,  conmiissions, 
valuable  presents  and  entertainment  as  inducements  to  influence  their 
employers  to  purchase,  and  as  gratuities  for  purchasing  for  said  em- 
ployers, steel  cables,  rope,  pulleys,  hardware,  general  merchandise, 
and  other  supplies  for  ships  from  respondent. 

It  is  further  ordered^  That  the  respondent  within  60  days  after  the 
date  of  the  service  upon  it  of  this  order,  file  with  the  Commission  a 
report  in  writing  setting  forth  in  detail  the  manner  and  form  in 
which  it  has  complied  with  the  order  to  cease  and  desist  hereinbefore 
set  forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

EVERETT  SUPPLY  COMPANY,  INC. 

OOMPLAINT  IN  THE  MATTEB  OP  THE  ALLEGED  VIOLATION  OP  SECTION   C 
OP  AN  ACT  OP  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  640.— January  28,  1821. 

Syllabus. 

Where  a  corporation  engaged  in  the  sale  of  ship  chandlery,  including  steward's 
supplies,  and  deck,  engine,  and  cabin  supplies,  gave  to  captains  and  other 
officers  and  employees  of  vessels  to  which  it  furnished  supplies  valuable 
presents,  cigars,  meals,  theater  tickets,  automobile  drives,  and  other  forms 
of  entertainment,  amusements,  or  diversion  as  an  inducement  to  purdiase 
supplies : 

Held,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  the  Everett  Supply  Co. 
(Inc.),  hereinafter  referred  to  as  the  respondent,  has  been  and  is 
using  unfair  methods  of  competition  in  violation  of  the  provisions 
of  section  5  of  an  act  of  Congress  approved  September  26,  1914,  en- 
titled, ^^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,"  and  it  appearing  that 
a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of  the 
public,  issues  this  complaint,  stating  its  charges  in  this  respect  on 
.inf ormaticm  and  belief  as  follows : 

Paragraph  1.  That  the- respondent  is  a  corporation  organized  and 
existing  under  the  laws  of  the  State  of  Louisiima,  with  its  principal 
place  of  business  in  the  city  of  New  Orleans  in  said  State. 

Par.  2.  That  the  respondent  is  engaged  in  the  business  of  selling 
ship  chandlery,  including  deck  and  engine  supplies,  for  ships  en- 
gaged in  coastwise  and  foreign  commerce,  and  delivers  said  com- 
modities to  ships  reaching  ports  in  the  said  State  of  Louisiana,  while 
engaged  in  transporting  passengers  and  commodities  between  ports 
in  various  States  of  the  United  States,  and  in  transporting  passen- 
gers and  commodities  between  ports  of  the  United  States  and  for- 
eign countries,  and  in  due  course  of  commerce  between  the  several 
States  of  the  United  States,  and  with  foreign  nations,  such  supplies 
so  sold  by  respondent  being  for  consumption  and  use  by  the  pur- 
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chasers  thereof  upon  the  high  seas  in  and  beyond  the  territorial 
jurisdiction  of  the  United  States.  Said  business  is  and  has  been 
conducted  by  respondent  in  direct,  active  competition  with  other  per- 
sons, partnerships,  and  corporations  similarly  engaged. 

Pab.  3.  That  the  respondent  in  the  course  of  its  business  as  set  out 
in  paragraph  2  hereof,  gives  and  has  given  to  captains  and  other  offi- 
cers and  employees  of  vessels  to  which  it  furnishes  ship  chandlery  ex- 
pensive gifts,  liquors,  cigars,  meals,  theater  tickets,  automobile  drives, 
and  other  forms  of  entertainment,  amusement,  or  diversion,  to  induce 
such  officers  and  employees  to  purchase  their  requirements  of  ship 
chandlery  from  respondent  and  without  other  consideration  therefor ; 
that  respondent  expends  for  gifts  to  and  entertainment  for  officers 
and  employees  of  vessels  to  which  it  furnishes  ship  chandlery  sup- 
plies, large  sums  of  money,  equaling  approximately  5  per  cent  of  its 
total  volume  of  business  done,  thereby  paying  out  for  such  entertain- 
ment purposes  approximately  $850  per  month. 

Par.  4.  That  by  reason  of  the  facts  recited  the  respondent  is  using 
an  unfair  method  of  competition  in  interstate  commerce,  within  the 
intent  and  meaning  of  section  5  of  an  act  of  Congress  entitled  ^^An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  approved  September  26, 1914. 

EEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  Everett  Supply  Co.  (Inc.),  charging 
it  with  the  use  of  unfair  methods  of  competition  in  violation  of  the 
provisions  of  said  act. 

The  respondent  having  entered  its  appearance  and  filed  its  answer 
herein,  admitting  the  allegations  of  the  complaint  and  each  count 
and  paragraph  thereof,  and  that  according  to  law  an  order  shoulcl 
be  entered  herein  as  prayed  in  said  complaint,  and  agreeing  and  con- 
senting that  the  Federal  Trade  Commission  shall  forthwith  proceed 
to  make  and  enter  its  findings  as  to  facts  and  order  without  the  intro- 
duction of  testimony  in  support  thereof,  and  having  stipulated  and 
agreed  that  a  statement  of  facts  signed  and  executed  by  coimsel  for 
the  Commission  and  the  respondent,  subject  to  the  approval  of  the 
Commission,  shall  be  taken  by  the  Conunission  in  lieu  of  testimony, 
and  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission  now  being  fully  advised  in  the  premises,  makes  this  itB 
findings  as  to  the  facts  and  conclusion : 
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FINDINGS  AS  TO  THE  FACTS. 

Pabaoraph  1.  That  the  respondent,  Everett  Supply  Co,  (Inc.),  is 
a  corporation  organized  and  existing  under  the  laws  of  the  State  of 
Louisiana,  New  Orleans  in  said  State,  and  is  now  and  at  all  times 
hereinafter  mentioned  has  been  engaged  in  selling  ship  chandlery, 
including  steward's  supplies,  deck,  engine  and  cabin  supplies  for 
ships  engaged  in  coastwise  and  foreign  commerce,  causing  said  com- 
modities to  be  delivered  to  ships  reaching  ports  in  the  State  of  Louisi- 
ana, while  engaged  in  transporting  passengers  and  commodities  be- 
tween ports  in  the  various  States  of  the  United  States  and  in  trans- 
porting passengers  and  commodities  from  American  ports  to  foreign 
countries,  in  due  course  of  commerce  among  the  several  States  of 
the  United  States  or  with  foreign  nations ;  such  supplies  so  sold  by 
respondent  being  for  consumption  and  use  by  the  purchasers  thereof 
upon  the  high  seas,  in  and  beyond  the  territorial  jurisdiction  of  the 
United  States,  said  business  being  conducted  by  the  respondent  in 
direct  competition  with  other  persons,  partnerships,  and  corporations 
similarly  engaged. 

Pab.  2.  That  the  respondent  in  the  course  of  its  business  as  de- 
scribed in  paragraph  1  hereof  for  several  years  last  past  has  given  to 
captains  and  other  officers  and  employees  of  vessels  to  which  it 
famished  ship  chandlery  supplies,  valuable  presents,  cigars,  meals, 
theater  tickets,  automobile  drives,  and  other  forms  of  entertainment, 
amusement,  or  diversion  as  an  inducement  to  such  officers  and  em- 
ployees to  purchase  for  the  owners  of  the  vessels  operated  by  them, 
ship  chandlery  supplies  from  respondent. 

C50NCLUSI0N. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cmnstances  described  in  the  f oregoing'findings,  are  unfair  methods  of 
competition  in  interstate  and  foreign  commerce  and  constitute  a  vio- 
lation of  the  act  of  Congress  approved  September  26,  1914,  entitled 
"An  act  to  create  a  Federal  Trade  Conmiission,  to  define  its  powers 
and  duties,  and  for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondent  and  an  agreed  statement  of  facts,  and  the  Commission 
having  made  its  findings  as  to  the  facts  with  its  conclusion  that  the 
respondent  has  violated  the  provisions  of  the  act  of  Congress  ap- 
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proved  September  26,  1914,  entitled  ^^An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes," 

It  is  ordered y  That  the  respondent,  Everett  Supply  Co.  (Inc.),  and 
its  officers,  directors,  agents,  servants,  and  employees  cease  and  desist 
from  directly  or  indirectly  giving  to  captains  and  other  officers  and 
employees  of  vessels  valuable  presents,  cigars,  meals,  theater  tickets, 
automobile  drives,  and  other  forms  of  entertainment,  amusements,  or 
diversion,  as  an  inducement  to  such  officers  and  employees  to  pur- 
chase for  the  owners  of  the  vessels  operated  by  them,  ship  chandlery 
supplies  from  respondent. 

It  i$  further  ordered^  That  the  respondent  within  60  days  after  the 
date  of  the  service  upon  it  of  this  order  file  with  the  Commission  a 
report  in  writing  setting  forth  in  detail  the  manner  and  form  in 
which  it  has  complied  with  the  order  to  cease  and  desist  hereinbefore 
set  forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

COWLES  SHIP  SUPPLY  COMPANY,  INC. 

OOMPLAIMT  IN  THE  MATTER  OF  THE  ALLEGED  TIOLATIOK  OF  8E0I10K  S 
OF  AN  ACT  OF  CONGSESS  APPROVED  SEFTEMBER  26,  1914. 

Docket  047.— January  28,  1021. 

Stllasus. 

Wliere  a  corporation  engaged  In  the  sale  of  ship  chandlery,  including  steward*! 
supplies,  deck,  engine,  and  cabin  supplies,  gave  to  captains  and  other 
employees  of  vessris  to  which  it  famished  supplies,  Talnable  gifts,  cash 
commissions,  gratuities,  and  entertainment  as  an  inducement  to  purchase 
supplies : 

HM,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Cowles  Ship  Supply 
Co.  (Inc.),  hereinafter  referred  to  as  respondent,  has  been  and  is 
using  unfair  methods  of  competition  in  interstate  commerce  in  vio- 
lation of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled  ^^An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes,'' 
and  it  appearing  that  a  proceeding  by  it  in  respect  thereof  would  be 
to  the  interest  of  the  public,  issues  this  complaint,  stating  its  charges 
in  that  respect  on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent  is  a  corporation  organized 
under  the  laws  of  the  State  of  Alabama,  with  principal  place  of 
business  at  Mobile,  in  said  State. 

Par.  2.  That  respondent  is  engaged  in  the  business  of  selling  ship 
chandlery  supplies  for  ships  engaged  in  transporting  passengers  and 
cargoes  between  ports  in  various  States  of  the  United  States  and 
transporting  passengers  and  cargoes  between  ports  of  the  United 
States  and  foreign  nations,  and  delivers  such  supplies  when  sold, 
to  ships  reaching  the  port  of  Mobile,  while  engaged  in  coastwise 
and  foreign  commerce  as  herein  described,  such  supplies  being  for 
consumption  and  use  upon  the  high  seas  in  and  beyond  the  terri- 
torial jurisdiction  of  the  United  States,  said  business  being  conducted 
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by  respondent  in  direct,  active  competition  with  other  persons,  part- 
nerships, and  corporations  similarly  engaged. 

Pab.  3.  That  respondent  in  the  course  of  its  business  as  described 
in  paragraph  2  hereof,  gives  and  has  given  to  captains  and  other 
officers  and  employees  of  vessels  to  which  it  furnishes  ship  chandlery 
supplies,  valuable  gifts  and  cash  commissions  and  gratuities  and 
provides  for  such  officers  and  employees  expensive  entertainment  to 
induce  such  officers  and  employees  to  purchase  ship  chandlery  sup- 
plies from  respondent,  and  without  other  consideration  therefor. 

Pab.  4.  That  by  reason  of  the  facts  recited,  the  respondent  is 
using  an  unfair  method  of  competition  in  commerce,  within  the 
intent  and  meaning  of  section  5  of  an  act  of  Congress  entitled  "An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  approved  September  26,  1914. 

EEPOET,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  Cowles  Ship  Supply  Co.  (Inc.), 
charging  it  with  the  use  of  unfair  methods  of  competition  in  com- 
merce in  violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  and  filed  its  an- 
swer herein,  admitting  the  allegations  of  the  complaint  and  each 
count  and  paragraph  thereof,  and  that  according  to  law  an  order 
should  be  entered  herein  as  prayed  in  said  complaint,  and  agreeing 
and  consenting  that  the  Federal  Trade  Commission  shall  forthwith 
proceed  to  make  and  enter  its  findings  as  to  facts  and  order  without 
the  introduction  of  testimony  in  support  thereof,  and  having  stipu- 
lated and  agreed  that  a  statement  of  facts  signed  and  executed  by 
counsel  for  the  Commission  and  the  respondent,  subject  to  the  ap- 
proval of  the  Commission,  shall  be  taken  by  the  Commission  in 
lieu  of  testimony,  and  thereupon  this  proceeding  came  on  for  final 
hearing,  and  the  Commission  having  duly  considered  the  record  and 
now  being  fully  advised  in  the  premises,  makes  this  its  findings  as  to 
the  facts  and  conclusion: 

FIKDINGS  AS  TO  THE  FACTS. 

Fabagbaph  1.  That  the  respondent,  Cowles  Ship  Supply  Co. 
(Inc.),  is  a  corporation  organized  and  existing  under  the  laws  of 
the  State  of  Alabama,  having  its  principal  place  of  business  located 
at  the  city  of  Mobile,  in  said  State,  and  is  now  and  at  all  times  here- 
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inafter  mentioned  has  been  engaged  in  selling  ship  chandlery,  in- 
cluding steward's  supplies,  deck,  engine,  and  cabin  supplies  for  ships 
engaged  in  coastwise  and  foreign  commerce,  causing  said  commod- 
ities to  be  delivered  to  ships  reaching  ports  in  the  State  of  Alabama, 
while  engaged  in  transporting  passengers  and  commodities  between 
ports  in  the  various  States  of  the  United  States  and  in  transporting 
passengers  and  commodities  from  American  ports  to  foreign  coun- 
tries, in  due  course  of  commerce  among  the  several  States  of  the 
United  States  or  with  foreign  nations ;  such  supplies  so  sold  by  re- 
spondent being  for  consumption  and  use  by  the  purchasers  thereof 
upon  the  high  seas,  in  and  beyond  the  territorial  jurisdiction  of  the 
United  States,  said  business  being  conducted  by  the  respondent  in 
direct  competition  with  gther  persons,  partnerships,  and  corpora- 
tions similarly  engaged. 

Par.  2.  That  the  respondent  in  the  course  of  its  business  as  de- 
scribed in  paragraph  1  hereof  for  several  years  last  past  has  given 
to  captains  and  other  officers  and  employees  of  vessels  to  which  it 
furnished  ship  chandlery  supplies,  valuable  gifts,  cash  comimissions, 
gratuities,  and  entertainment  as  an  inducement  to  such  officers  and 
employees  to  purchase  for  the  owners  of  the  vessels  operated  by  them 
ship  chandlery  supplies  from  respondent. 

CONCLUSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods  of 
competition  in  interstate  and  foreign  commerce  and  constitute  a 
violation  of  the  act  of  Congress  approved  September  26,  1914,  en- 
titled ^^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes." 

OBDER  TO   OBASB   AND   DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondent  and  an  agreed  statement  of  facts,  and  the  Commission 
having  made  its  findings  as  to  the  facts  with  its  conclusion  that  the 
respondent  has  violated  the  provisions  of  the  act* of  Congress  ap- 
proved September  26,  1914,  entitled  ^^An  act  to  create  a  Federal 
Trade  CommissioUi  to  define  its  powers  and  duties,  and  for  other 
purposes,'' 
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respondent  ship  chandlery  supplies,  and  without  other  consideration 
tl  refor. 

Par.  3.  That  by  reason  of  the  facts  recited  the  respondent  has  been 
using  an  unfair  method  of  competition  in  commerce  within  the  in- 
tent and  meaning  of  section  5  of  an  act  of  Congress,  entitled,  ^^An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  approved  September  26,  1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  W.  A.  Rhea,  charging  him  with 
the  use  of  unfair  methods  of  competition  in  commerce  in  violation 
of  the  provisions  of  said  act. 

The  respondent  having  entered  his  appearance  and  filed  his  an 
swer  herein,  and  having  stipulated  and  agreed  that  a  statement  of 
facts,  signed  and  executed  by  counsel  for  the  Commission  and  the 
respondent,  subject  to  the  approval  of  the  Commission,  shall  be 
taken  by  the  Commission  in  lieu  of  testimony,  and  that  the  Com- 
mission shall  forthwith  proceed  upon  said  agreed  statement  of  facts 
to  make  and  enter  its  report,  findings  as  to  the  facts,  and  order  dis- 
posing of  this  proceeding  without  the  introduction  of  testimony, 
and  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  duly  considered  the  record,  and  being  now 
fully  advised  in  the  premises,  makes  this  its  findings  as  to  the  facts 
and  conclusion : 

FINDINGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent,  W.  A.  Rhea,  is  now  and  at 
all  times  hereinafter  mentioned  has  been  engaged  in  selling  ship 
chandlery  supplies  for  ships  engaged  in  transporting  cargoes  be- 
tween ports  in  various  States  of  the  United  States  and  between  ports 
of  the  United  States  and  foreign  countries,  and  delivers  such  sup- 
plies when  sold^  to  ships  which  reach  the  port  of  Charleston,  State 
of  South  Carolina,  while  engaged  in  coastwise  and  foreign  com- 
merce, such  supplies  so  sold  by  respondent  being  for  consumption 
and  use  by  the  purchasers  thereof  upon  the  high  seas,  in  and  beyond 
the  territorial  jurisdiction  of  the  United  States,  said  business  being 
conducted  by  respondent  in  direct  competition  with  other  persons, 
partnerships,  and  corporations  similarly  engaged. 
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FEDERAL  TEADE  COMMISSION 

V. 

W.  A.  RHEA. 

OOMPLAINT  IK  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  6  OF 
AN  ACT  OF  CONGRESS  APFROVED  SEPTEMBER  26,  1914. 

Docket  656.— January  28,  1921. 

SnuiBUB. 

Where  an  individual,  engaged  in  the  sale  of  ship  chandlery,  gave  to  captains 
of  vessels  to  which  he  famished  supplies,  sums  of  money,  amounting  to  0 
and  10  per  cent  of  their  bills,  as  an  Inducement  to  purchase  supplies : 

Held,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  un- 
fair method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
prelimiziary  investigation  made  by  it  that  W.  A.  Ehea,  hereinafter 
referred  to  as  the  respondent,  has  been  and  is  using  unfair  methods 
of  competition  in  violation  of  the  provisions  of  section  6  of  an  act 
of  Congress  approved  September  26, 1914,  entitled,  ''An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,"  and  it  appearing  to  the  Commission  that  a  proceed- 
ing by  it  in  respect  thereof  would  be  to  the  interest  of  the  public, 
issues  this  complaint,  stating  its  charges  in  that  respect  on  informa- 
tion and  belief  as  follows : 

Paragraph  1.  That  respondent  is  engaged  in  the  business  of  sell- 
ing ship  chandlery  supplies  for  ships  engaged  in  transporting  cargoes 
between  ports  in  various  States  of  the  United  States,  and  between 
ports  of  the  United  States  and  foreign  coimtries,  and  delivers  such 
supplies  when  sold,  to  ships  which  reach  the  port  of  Charleston, 
S.  C,  while  engaged  in  coastwise  and  foreign  commerce,  such  sup- 
plies being  for  consumption  and  use  upon  the  high  seas,  in  and  be- 
yond the  territorial  jurisdiction  of  the  United  States,  said  business 
being  conducted  by  respondent  in  direct,  active  competition  with 
other  persons,  partnerships,  and  corporations  similarly  engaged. 

Par.  2.  That  respondent  in  the  course  of  its  business  as  described 
IB  paragraph  1  hereof,  gives  and  has  given  to  captains  and  other 
officers  and  employees  of  vessels  to  which  he  sells  ship  chandlery 
supplies,  cash  commissions  and  gratuities  and  provides  for  such  offi- 
cers and  employees  entertainment  to  induce  them  to  purchase  from 
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respondent  ship  chandlery  supplies,  and  without  other  consideration 
tl  refor. 

Par.  3.  That  by  reason  of  the  facts  recited  the  respondent  has  been 
using  an  unfair  method  of  competition  in  commerce  within  the  in- 
tent and  meaning  of  section  5  of  an  act  of  Congress,  entitled,  ^^An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  approved  September  26, 1914, 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  W.  A.  Rhea,  charging  him  with 
the  use  of  unfair  methods  of  competition  in  commerce  in  violation 
of  the  provisions  of  said  act. 

The  respondent  having  entered  his  appearance  and  filed  his  an 
swer  herein,  and  having  stipulated  and  agreed  that  a  statement  of 
facts,  signed  and  executed  by  coimsel  for  the  Commission  and  the 
respondent,  subject  to  the  approval  of  the  Commission,  shall  be 
taken  by  the  Conmiission  in  lieu  of  testimony,  and  that  the  Com- 
mission shall  forthwith  proceed  upon  said  agreed  statement  of  facts 
to  make  and  enter  its  report,  findings  as  to  the  facts,  and  order  dis- 
posing of  this  proceeding  without  the  introduction  of  testimony, 
and  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  duly  considered  the  record,  and  being  now 
fully  advised  in  the  premises,  makes  this  its  findings  as  to  the  facts 
and  conclusion : 

FINDINGS  AS  TO  THE  FACJTS. 

Paragraph  1.  That  the  respondent,  W.  A.  Rhea,  is  now  and  at 
all  times  hereinafter  mentioned  has  been  engaged  in  selling  ship 
chandlery  supplies  for  ships  engaged  in  transporting  cargoes  be- 
tween ports  in  various  States  of  the  United  States  and  between  ports 
of  the  United  States  and  foreign  countries,  and.  deli  vers 'such  sup- 
plies when  sold,  to  ships  which  reach  the  port  of  Charleston,  State 
of  South  Carolina,  while  engaged  in  coastwise  and  foreign  com- 
merce, such  supplies  so  sold  by  respondent  being  for  consumption 
and  use  by  the  purchasers  thereof  upon  the  high  seas,  in  and  beyond 
the  territorial  jurisdiction  of  the  United  States,  said  business  being 
conducted  by  respondent  in  direct  competition  with  other  persons, 
partnershipSi  and  corporations  similarly  engaged. 
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Pab.  2.  That  the  respondent  in  the  course  of  his  business,  as  de- 
scribed in  paragraph  1  hereof,  for  several  years  last  prior  to 
January  1, 1920,  has  given  to  captains  of  foreign  ships  to  which  he 
famished  ship  chandlery  supplies,  sums  of  money,  amounting  to  6 
and  10  per  cent  of  their  bills  for  supplies  furnished  said  ships,  as 
an  inducement  to  purchase  for  the  owners  of  vessels  operated  by 
them  ship  chandlery  supplies  from  the  respondent 

CONCLUSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  and  foreign  commerce,  and  constitute 
a  violation  of  an  act  of  Congress  approved  September  26,  1914,  en- 
titled ^^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes.'' 

OBDER  TO  CEASB  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  answer  of  the  re- 
spondent, and  an  agreed  statement  of  facts,  and  the  Commission 
having  made  its  findings  as  to  the  facts  with  its  conclusion  that  the 
respondent  has  violated  the  provisions  of  an  act  of  Congress  ap- 
proved September  26,  1914,  entitled  ^^An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes," 

It  is  ordered^  That  the  respondent,  W.  A.  Bhea,  his  agents,  serv- 
ants, and  employees,  cease  an^  desist  from  directly  or  indirectly 
giving  to  captains  and  other  officers  and  employees  of  vessels,  sums 
of  money  as  an  inducement  to  such  officers  and  employees  to  pur- 
chase for  the  owners  of  the  vessels  operated  by  them  ship  chandlery 
supplies  from  respondent. 

And  U  is  further  ordered^  That  the  respondent,  within  60  days 
after  the  date  of  service  upon  him  of  this  order,  file  with  the  Com- 
mission a  report  in  writing  setting  forth  in  detail  the  manner  and 
form  in  which  he  has  complied  with  the  order  to  cease  and  desist 
hereinbefore  set  forth. 

74636*— 22 16 
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FEDERAL  TRADE  COMMISSION 

V. 

EUGENE  RICHARDSON,  W.  R.  RICHARDSON,  AND  J.  W. 
RICHARDSON,  PARTNERS,  STYLING  THEMSELVES 
RICHARDSON  BROS. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECHON  5  OF 
AN  ACT  OF  CONQRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  657.— January  28,  192L 

Syllabus. 

Where  a  .firm  engaged  in  the  sale  of  bM^  chandlery,  Including  steward's  sup- 
plies, declc,  engine,  and  cabin  supplies,  gave  to  captains  and  other  em- 
ployees of  vessels  to  which  it  furnished  supplies,  valuable  gifts,  sums  of 
money,  and  entertainment,  including  automobile  rides,  pleasure  trips,  and 
meals  as  an  inducement  to  purchase  supplies: 

Heldf  That  such  gifts,  under  the  circumstances  set  forth*  constituted  an  un- 
fair method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe,  from  a 
preliminary  investigation  made  by  it,  that  Eugene  Richardson, 
W.  R.  Richardson,  and  J.  W.  Richardson,  partners,  styling  them- 
selves Richardson  Bros.,  hereinafter  referred  to  as  the  respondents, 
have  been  and  are  using  unfair  methods  of  competition  in  interstate 
and  foreign  commerce  in  violation  of  the  provisions  of  section  6  of 
an  act  of  Congress  approved  September  26,  1914,  entitled  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  and  it  appearing  that  a  proceeding 
by  it  in  respect  thereof  would  be  to  the  interest  of  the  public,  issues 
this  complaint,  stating  its  charges  in  that  respect,  on  information 
and  belief,  as  follows : 

Paragbaph  1.  That  the  respondents,  Eugene  Richardson,  W.  B. 
Richardson,  and  J.  W.  Richardson,  partners  styling  themselves  Rich- 
ardson Bros.,  have  their  principal  place  of  business  in  Charleston,  in 
the  State  of  South  Carolina. 
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Par.  2.  That  the  respondents  are  engaged  in  the  business  of  sell- 
ing ship  chandlery,  including  steward's  supplies,  deck,  engine,  and 
cabin  supplies,  for  ships  engaged  in  coastwise  and  foreign  commerce, 
and  respondents  deliver  said  commodities  to  ships  reaching  the  ports 
m  the  State  of  South  Carolina,  while  engaged  in  transporting  pas- 
sengers and  cargoes  between  ports '  in  the  various  States  of  the 
United  States  and  between  ports  of  the  United  States  and  foreign 
nations,  such  supplies  being  for  consumption  and  use  upon  the 
high  seas  in  and  beyond  the  territorial  jurisdiction  of  the  United 
States,  said  business  being  conducted  in  direct,  active  competition 
with  other  persons,  partnerships,  and  corporations  similarly  engaged. 

Par.  3.  That  the  respondents  in  the  course  of  their  business,  as  set 
out  in  paragraph  2  hereof,  give  and  have  given  to  captains  and  other 
officers  of  vessels  to  which  they  furnish  ship  chandlery,  valuable  gifts 
and  cash- commissions  and  gratuities,  and  provide  for  such  officers  and 
employees  while  in  the  port  of  Charleston,  lavish  entertainment, 
including  automobile  rides,  theater  tickets,  pleasure  trips,  and  meals, 
to  induce  such  captains  and  officers  to  purchase  their  requirements  of 
ship  chandlery  from  respondents,  and  without  other  consideration 
therefor. 

Par.  4.  That  by  reason  of  the  facts  recited,  the  respondents  are 
using  an  unfair  method  of  competition  in  commerce  within  the  intent 
and  meaning  of  section  5  of  an  act  of  Congress  entitled  ^^An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,"  approved  September  26, 1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Conunission  issued  and  served  a 
complaint  upon  the  respondents,  Eugene  Richardson,  W.  R.  Richard- 
son, and  J.  W.  Richardson,  partners,  styling  themselves  Richardson 
Bros.,  charging  them  with  the  use  of  unfair  methods  of  competition 
in  violation  of  the  provisions  of  said  act. 

The  respondents,  have  entered  their  appearance  and  filed  their 
answer  herein,  and  having  stipulated  and  agreed  that  a  statement 
of  facts,  signed  and  executed  by  counsel  for  the  Commission  and  the 
respondents,  subject  to  the  approval  of  the  Commission,  shall  be 
taken  by  the  Conmiission  in  lieu  of  testimony,  and  having  agreed  and 
consented  that  the  Federal  Trade  Commission  shall  forthwith  pro- 
ceed to  make  and  enter  its  findings  as  to  the  facts,  its  conclusion  and 
order  without  the  introduction  of  testimony  in  support  thereof, 
thereupon  this  proceeding  came  on  for  final  hearing,  and  the  Com- 
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mission  having  duly  considered  the  record,  and  being'  now  fully 
advised  in  the  premises,  makes  this  its  findings  as  to  tibie  facts  and 
conclusion : 

FINDINGS  AS  TO  THE  FACIS. 

Pabaoraph  1.  That  the  respondents,  Eugene  Bichardson,  W.  B. 
Kichardson,  and  J.  W.  Richardson,  are  partners,  styling  themselves 
Kichardson  Bros.,  having  their  principal  place  of  business  located  at 
the  city  of  Charleston,  State  of  South  Carolina,  and  are  now  and  at 
all  times  hereinafter  mentioned  have  been  engaged  in  selling  ship 
chandlery,  including  steward's  supplies,  deck,  engine,  and  cabin  sup- 
plies for  ships  engaged  in  coastwise  and  foreign  commerce,  causing 
said  commodities  to  be  delivered  to  ships  reaching  ports  in  the  State  of 
South  Carolina,  while  engaged  in  transporting  passengers  and  com- 
modities between  ports  in  the  various  States  of  the  United  States, 
and  in  transporting  passengers  and  commodities  from  American 
ports  to  foreign  countries,  in  due  course  of  commerce  among  the 
several  States  of  the  United  States  or  with  foreign  nations,  such 
supplies,  so  sold  by  respondents,  being  for  consumption  and  use  by 
the  purchasers  thereof  upon  the  high  seas  in  and  beyond  the  territo- 
rial jurisdiction  of  the  United  States,  said  business  being  conducted 
by  the  respondents  in  direct  competition  with  other  persons,  partner- 
ships, and  corporations  similarly  engaged. 

Par.  2.  That  the  respondents  in  the  course  of  their  business,  as  de- 
scribed in  paragraph  1  hereof,  for  several  years  last  past  have  given 
to  captains  and  other  officers  and  employees  of  vessels  to  which  they 
furnished  ship  chandlery  supplies,  valuable  gifts,  sums  of  money,  and 
entertainment,  including  automobile  rides,  pleasure  trips,  and  meals, 
as  an  inducement  to  such  officers  and  employees  to  purchase,  for  the  * 
owners  of  the  vessels  operated  by  them,  ship  chandlery  supplies  from 
respondents. 

CONCLUSION. 

The  practices  of  the  said  respondents,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  and  foreign  commerce,  and  constitute  a 
violation  of  the  act  of  Congress  approved  September  26,  1914,  en- 
titled, ^*An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes.^ 

ORDER  TO  GEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondents,  and  an  agreed  statement  of  facts,  and  the  Commission 
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having  made  its  findings  as  to  the  facts  with  its  conclusion  that  the 
respondents  have  violated  the  provisions  of  the  act  of  Congress,  ap- 
proved September  26,  1914,  entitled,  ^'An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes," 

It  is  orderedj  That  the  respondents,  Eugene  Richardson,  W.  R. 
Richardson,  and  J.  W.  Richardson,  partners,  styling  themselves 
Richardson  Bros.,  and  their  agents,  servants,  and  employees,  cease 
and  desist  from  directly  or  indirectly  giving  to  captains  and  other 
officers  and  employees  of  vessels,  valuable  gifts,  sums  of  money,  and 
entertainment,  including  automobile  rides,  pleasure  trips,  and  meals, 
as  an  inducement  to  such  officers  and  employees  to  purchase  for  the 
owners  of  the  vessels  operated  by  them  ship  chandlery  supplies  from 
the  respondents. 

And  it  is  further  ordered^  That  the  respondents,  within  60  days 
after  the  date  of  service  upon  them  of  this  order,  file  with  the  Com- 
mission a  report,  in  writing,  setting  forth  in  detail  the  manner  and 
form  in  which  they  have  complied  with  the  order  to  cease  and -desist 
hereinbefore  set  forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

LASKER  &  BERNSTEIN. 

OOHPLAINT  IN  THE  MATTER  OF  THE  AIXEOED  VIOLATION  OF  SECTION  6 
OF  AN  ACT  OF  CONGRESS  APPROVED  SEFTEMBER  26,  1914. 

Docket  874.— February  4, 1921. 

Stixabus. 

Where  a  corporation  engaged  in  the  sale  of  sponges  by  weight, 

(a)  "Loaded"  sponges  by  the  addition  of  foreign  substances  which  did  not 
increase  their  usefulness  or  durability,  but  were  added  for  the  sole  purpose 
of  increasing  their  weight; 

(&)  With  the  knowledge  and  expectation  that  the  same  would  be  resold  to 
retailers  and  large  consumers  without  disclosing  the  fact  that  their  weight 
had  been  artificially  increased,  sold  such  *'  loaded  **  sponges  to  packers  and 
wholesalers  without  disclosing  the  amount  of  such  **  loading,"  thereby  en- 
abling such  imckers  and  wholesalers  to  mislead  and  deceive  retailers  and 
consumers  who  unwittingly  bore,  in  whole  or  in  pert,  the  cost  of  such 
"  loading  " ; 

With  the  effect  of  aiding  in  the  misleading  and  deception  of  retailers  and  con- 
sumers, of  enabling  it  and  its  packer  and  wholesale  purchasers  to  secure 
business  on  a  false  and  fictitious  basis,  and  of  forcing  competitors  also 
to  sell  "loaded"  sponges;  to  the  injury  of  competitors  who  did  not  sell 
"  loaded  "  sponges  and  to  the  injury  of  the  public : 

Held,  That  such  practices,  under  the  circumstances  set  forth,  constituted  unfair 
methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Lasker  &  Bernstein,  here- 
inafter referred  to  as  respondent,  has  been  and  now  is  using  unfair 
methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  5  of  an  act  of  Congress  approved  September 
26, 1914,  entitled  ^'An  act  to  create  a  Federal  Trade  Commissicm,  to 
define  its  powers  and  duties,  and  for  other  purposes,''  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  that  respect 
on  information  and  belief  as  follows : 

Paragraph  1.  That  respondent,  Lasker  &  Bernstein,  is  a  corpora- 
tion, organized  and  existing  under  the  laws  of  the  State  of  New 
York,  having  its  principal  ofBce  and  place  of  business  in  the  city  of 
New  York,  in  said  State.    That  for  more  than  a  year  last  past 
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respondent  has  been  engaged  in  purdiasing  sponges  in  other  States 
of  the  United  States  and  foreign  countries  and  in  the  sale  and  ship- 
ment of  said  sponges  to  persons,  firms,  copartnerships,  and  corpora- 
tions in  other  States  and  Territories  of  the  United  'States  and  the 
District  of  Columbia  in  direct  competition  with  other  persons,  firms, 
copartnerships,  and  corporations  similarly  engaged. 

Pab.  2.  That  in  the  conduct  of  its  business  respondent  purchases 
sponges  in  the  State  of  Florida  and  other  States  of  the  United 
States  and  foreign  countries  and  causes  the  same  to  be  transported 
through  other  States  of  the  United  States  to  its  place  of  business 
in  the  city  of  New  York,  State  of  New  York,  where  the  same  are 
sold  and  shipped  to  purchasers  and  dealers  in  different  States  and 
Territories  of  the  United  States  and  the  District  of  Columbia,  and 
that  there  is  continuously,  and  has  been  at  aU  times  hereinafter 
mentioned,  a  constant  current  of  trade  and  commerce  in  said  sponges 
between  and  among  the  yarious  States  and  Territories  of  the  United 
States  and  more  particularly  from  the  State  of  Florida  and  foreign 
countries  to  and  through  the  city  of  New  York,  State  of  New  York, 
and  from  there  to  and  through  other  States  and  Territories  of  the 
United  States  and  the  District  of  Columbia. 

Pab.  3.  That  respondent  for  more  than  a  year  last  past  has  know- 
ingly and  deceptively  engaged  in  and  is  now  knowingly  and  de- 
ceptively engaged  in  loading,  doping,  and  saturating  sponges  with 
foreign  matter,  such  as  glucose,  sand,  molasses,  Epsom  salts,  and 
lead,  and  knowingly  and  deceptively  caused  and  procured,  and  is 
now  knowingly  and  deceptively  causing  and  procuring  others  to  so 
load,  dope,  or  saturate  sponges  with  the  aforesaid  foreign  matter, 
with  the  intent  and  purpose  of  selling  and  disposing  of  said  sponges 
by  weight,  per  pound  basis,  in  commerce  as  aforesaid,  thereby  de^ 
ceptively  increasing  and  falsifying  the  weight  of  said  sponges, 
creating  a  fictitious  price  therefor,  deceiving,  defrauding,  and  mis- 
leading customers  and  consumers  who  can  not  readily  differentiate 
and  distinguish  between  pure,  unadulterated  sponges  and  sponges 
doped,  loaded,  or  saturated  with  foreign  matter,  as  aforesaid,  to 
purchase  and  pay  for,  by  weight,  per  pound  basis,  such  loaded,  doped, 
or  saturated  sponges  as  and  for  pure  unadulterated  sponges ;  that 
the  effect  and  result  of  the  aforesaid  loading,  doping,  or  saturating 
sponges  is  to  create  a  fictitious  price  for  said  sponges  in  competition 
with  competitors  who  purchase  and  sell  pure  unadulterated  sponges, 
thereby  causing  prejudice  and  injury  to  competitors,  or  may  cause 
prejuc^ce  and  injury  to  competitors ;  and  other  effects ;  that  the  fur- 
ther effect  of  loading,  doping,  or  saturating  sponges  with  foreign 
matter  as  aforesaid  is  to  impair  the  durability,  quality,  and  purity 
of  said  sponges. 
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Pab.  4.  That  respondent  for  more  than  a  year  last  past  knowingly 
and  deceptively  purchased  and  sold,  by  weight,  per  pound  basis, 
and  is  still  knowingly  and  deceptively  purchasing,  selling,  and  dis- 
posing of,  by  Weight,  per  pound  basis,  in  conunerce  as  aforesaid, 
large  quantities  of  sponges,  loaded,  doped,  or  saturated  with  foreign 
matter  such  as  glucose,  sand,  molasses,  Epsom  salts,  and  lead,  with 
the  intent  and  purpose  of  deceptively  increasing  and  falsifying  the 
weight  of  said  sponges,  creating  a  fictitious  price  therefor,  deceiving, 
defrauding,  and  misleading  customers  and  consumers  who  can  not 
readily  differentiate  and  distinguish  between  pure  unadulterated 
sponge  and  sponges  loaded,  doped,  or  saturated  with  foreign  matter, 
as  aforesaid,  to  purchase  and  pay  for,  by  wei^t,  per  pound  basis, 
such  loaded,  doped,  or  saturated  sponges  as,  and  for,  pure  unadul- 
terated sponges;  that  the  effect  and  result  of  the  aforesaid  purchase 
and  sale  of  loaded,  doped,  or  saturated  sponges  is  to  create  a  fictitious 
price  for  said  sponges  in  competition  with  competitors  who  purchase 
and  sell  pure  unadulterated  sponges,  thereby  causing  prejudice  and 
injury  to  competitors,  or  may  cause  prejudice  and  injury  to  com- 
petitors ;  and  other  effects ;  that  the  further  effect  of  purchasing  and 
selling  sponges  loaded,  doped,  or  saturated  with  foreign  matter,  in 
commerce  as  aforesaid,  is  to  impair  the  durability,  quality,  and  purity 
of  said  sponges. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26, 1914,  the  Federal  Trade  Conmiission  issued  and  served  a 
complaint  upon  the  respondent,  Lasker  &  Bernstein,  charging  it 
with  the  use  of  unfair  methods  of  competition  in  commerce  in  viola- 
tion of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearuice  and  filed  its  answer 
herein,  hearings  were  had  and  evidence  was  thereupon  introduced  in 
support  of  the  allegations  of  said  complaint  and  on  behalf  of  the 
respondent  before  an  examiner  of  the  Federal  Trade  Commission 
theretofore  duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
attorneys  for  the  Commission  and  respondent  having  submitted 
briefs,  and  the  Conunission  having  heard  oral  argument,  and  Ae 
Conmiission,  having  fully  considered  the  record  and  being  now  fully 
advised  in  the  premises,  makes  tiiis  its  findings  as  to  the  facts  and 
conclusions: 

FIKDIXOS  AS  TO  THE  FACTS. 

Pakagrafh  1.  That  respondent,  Lasker  &  Bernstein,  is  a  corpora- 
tion organized  and  existing  under  and  by  virtue  of  the  laws  of  the 


LASKER  A  BEBNSTBIN,  249 

246  Findings. 

State  of  New  York,  having  its  principal  ojffice  and  place  of  business 
located  at  the  city  of  New  York  in  said  State,  and  is  now  and  at  all 
times  hereinafter  mentioned  has  been  engaged  in  the  business  of 
selling  and  shipping  sponges  from  the  city  of  New  York,  in  the 
State  of  New  York,  to  purchasers  thereof  located  throughout  the 
different  States  of  the  United  States  and  the  District  of  Columbia 
in  direct  competition  with  other  persons,  firms,  and  corporations 
similarly  engaged. 

Pab.  2.  That  in  the  conduct  of  its  business  respondent  purchases 
sponges  in  the  different  States  of  the  United  States  and  in  foreign 
countries  and  causes  the  same  to  be  transported  through  other  States 
to  its  place  of  business  located  in  the  city  of  New  York,  in  the  State 
of  New  York,  from  which  place  said  sponges  are  sold  and  flipped 
to  purchasers  thereof  in  the  different  States  of  the  United  States  and 
the  District  of  Columbia,  and  there  is  and  has  been  at  all  times  here- 
inafter mentioned  a  current  of  trade  and  commerce  in  said  sponges 
among  and  between  the  various  States  of  the  United  States  and  the 
District  of  Columbia. 

Par.  3.  That  in  the  conduct  of  its  business  respondent  for  more 
than  two  years  prior  to  the  filing  of  the  complaint  herein  had  been 
engaged  in  artificially  increasing  the  weight  of  sponges  by  a  process 
of  soaking  said  sponges  in  a  solution  of  a  substance  or  substances 
sach  as  salt,  Epsom  salts,  glucose,  glycerine,  and  sugar ;  that  ihte  sub- 
stance "or  substances  contained  in  said  solution  are  incorporated  into 
the  texture  of  said  sponges  and  remain  in  said  sponges  after  the 
said  sponges  are  dried ;  that  the  said  process  of  artificially  increas- 
ing the  weight  of  sponges  by  the  addition  of  a  substance  or  sub- 
stances as  aforesaid  is  commonly  known  to  and  designated  by  sponge 
packers  as  ^^  loading '' ;  that  the  sp<mges  whose  weight  has  been  thus 
artificially  increased  are  designated  and  referred  to  by  sponge  pack- 
ers as  ^^ loaded"  sponges.  When  hereinafter  mentioned,  sponges 
whose  weight  has  been  thus  artificially  increased  are  ref ^red  to  as 
^loaded"  sponges,  and  the  process  by  which  the  weight  is  artifi- 
cially increased  is  referred  to  as  ^'  loading." 

Pab.  4.  That  the  total  cost  of  '^  loading  "  1  pound  of  sponge,  in- 
cluding the  cost  of  ingredients  and  labor,  is  approximately  20  cents; 
that  the  substance  or  substances  added  to  the  sponges  in  the  process 
of  ^  loading  "  do  not  in  any  way  add  to  the  usefulness  or  durability 
of  the  sponges  and  do  not  enable  them  better  to  serve  any  of  the 

purposes  for  which  sponges  are  employed;  that  the  sole  purpose 
of  ^loading  "  is  to  increase  the  weight  of  the  sponges  while  tnay  are 

in  the  channels  of  commerce  before  they  have  reached  the  ultimate 

iiser;  that  when  said  sponges  are  put  into  use  the  substance  or  sub- 
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stances  introduced  in  the  process  of  '^  loading  "  are  generally  washed 
out  and  lost. 

Par.  5.  That  in  the  conduct  of  its  business  respondent  for  more 
than  two  years  prior  to  the  filing  of  the  complaint  herein,  had  been 
selling  and  shipping  by  weight  in  interstate  commerce  sponges 
'^  loaded  "  by  it  as  aforesaid  to  purchasers  thereof,  including  among 
others,  sponge  packers  and  wholesale  dealers;  that  respondent  in 
selling  said  "loaded"  sponges,  to  said  sponge  packers  and  said 
wholesale  dealers  did  not  disclose  or  make  known  to  said  sponge 
packers  or  said  wholesale  dealers  the  amount  of  matter  artificially 
added  to  said  sponges;  that  said  sponge  packers  and  said  wholesale 
dealers  did  not  know  the  amount  of  matter  artificially  added  to  said 
sponges;  that  the  'loading"  of  said  sponges  was  paid  for  by  said 
sponge  packers  and  said  wholesale  dealers. 

Par.  6.  That  said  sponge  packers  who  purchased  from  respondent 
"  loaded  "  sponges  as  aforesaid  resold  said  sponges  by  weight  to  pur- 
chasers thereof,  including  among  others,  wholesale  druggists  and 
other  wholesale  dealers  handling  sponges;  that  said  sponge  packers 
in  reselling  said  ''  loaded  "  sponges  to  said  wholesale  dealers  did  not 
disclose  or  make  known  to  said  wholesale  dealers  the  amount  of 
matter  artificially  added  to  said  sponges ;  that  said  wholesale  deal- 
ers did  not  know  the  amount  of  matter  artificially  added  to  said 
sponges;  that  the  "loading"  of  said  sponges  was  paid  for  by  said 
wholesale  dealers. 

Par.  7.  That  said  wholesale  dealers  who  purchased  said  "  loaded " 
sponges  from  respondent  and  from  said  other  sponge  packers  in 
turn  resold  said  "  loaded  "  sponges  by  weight  to  purchasers  thereof, 
including,  among  others,  retail  dealers,  such  as  dealers  in  the  drug, 
hardware,  and  paint  and  oil  lines,  and  large  consumers,  such  as 
garages,  painters,  decorators,  ofBce  buildings,  and  manufacturing 
concerns ;  that  said  wholesale  dealers  did  not  disclose  or  make  known 
to  said  retail  dealers  or  to  said  consumers  that  said  sponges  were 
"  loaded  " ;  that  said  retail  dealers  and  said  consumers  did  not  know 
that  said  sponges  were  "  loaded "  and  did  purchase  and  pay  for  by 
weight  said  "  loaded  "  sponges  as  and  for  sponges  whose  weight  had 
not  been  artificially  increased;  that  the  respondent  ^loaded"  said 
sponges  and  sold  said  "  loaded  "  sponges  to  said  sponge  packers  and 
to  said  wholesale  dealers  with  the  knowledge  and  expectation  that 
said  "loaded"  sponges  would  be  resold  to  said  retail  dealers  and 
said  oonsumers  in  a  manner  calculated  to  deceive  and  mislead  and 
actually  deceiving  and  misleading  said  retail  dealers  and  said  con- 
sumers; that  the  cost  of  the  substance  or  substances  added  to  said 
sponges  by  the  process  of  "  loading,"  and  of  the  labor  by  which  said 
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substance  or  substances  were  introduced  into  said  sponges,  was 
ultimately  borne,  in  whole  or  in  part,  by  said  retail  dealers  and  said 
consumers  without  their  knowledge. 

Pab.  8.  That  the  *^  loading  "  of  sponges  and  the  sale  of  '^  loaded  " 
sponges  by  the  respondent,  as  aforesaid,  is  a  fraudulent  and  deceptive 
practice  and  results  in  injury  to  the  public;  that  it  enables  said 
wholesale  dealers  who  purchase  said  '^  loaded  "  sponges  to  resell  said 
sponges  as  and  for  sponges  whose  weight  has  not  been  artificially 
increased  and  in  the  natural  course  of  business  causes  such  result; 
that  the  practice  of  ^^  loading  "  as  aforesaid  is  calculated  to  and  does 
enable  said  respondent  and  said  sponge  packers  and  said  wholesale 
dealers  who  resell  said  ^loaded"  sponges  to  secure  business  on  a 
false  and  fictitious  basis  to  the  injury  of  the  competitors  of  respond- 
ent and  the  competitors  of  said  sponge  packers  and  the  competitors 
of  said  wholesale  dealers  who  do  not  sell  ^  loaded  "  sponges,  and  to 
the  injury  of  the  public* 

Pail  9.  That  the  sale  of  "  loaded  "  sponges  by  respondent,  as  afore- 
said, has  the  tendency  and  capacity  to,  and  does,  force  competitors  of 
respondent  also  to  sell  "  loaded "  sponges,  to  the  injury  of  competi- 
tors who  do  not  sell  ^  loaded "  sponges  and  to  the  injury  of  the 
public. 

CONCLUSIONS. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cunistances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26,  1914,  entitled  ^'An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission  and  answer  of  the 
respondent,  the  testimony  and  evidence,  and  the  argument  of  the 
counsel,  and  the  Commission  having  made  its  findings  as  to  the  facts 
with  its  conclusions  that  the  respondent  has  violated  the  provisions 
of  the  act  of  Congress  approved  September  26,  1914,  entitled  '^An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes," 

It  is  now  ordered.  That  the  respondent,  Lasker  &  Bernstein,  and 
its  agents,  servants,  and  employees,  and  each  and  every  one  of  them, 
do  cease  and  desist  from  directly  or  indirectly : 
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1.  Increasing  the  weight  of  sponges  intended  for  sale  and  subsequent 
shipment  in  interstate  commerce,  by  soaking  them  in  a  solution  of 
salt,  Epsom  salts,  glycerine,  glucose,  or  sugar,  or  any  other  substance 
producing  the  like  effect. 

2.  Selling  for  shipment  in  interstate  commerce,  or  shipping  in 
interstate  commerce,  any  sponges  the  weight  of  which  has  been  in- 
creased by  soaking  them  in  a  solution  of  salt,  Epsom  salts,  glycerine, 
glucose,  or  sugar,  or  any  other  substance  producing  the  like  effect. 

It  is  further  ordered^  That  the  respondent,  Lasker  &  Bernstein,  shall 
within  60  days  after  the  service  upon  it  of  a  copy  of  this  order  file 
with  the  Federal  Trade  Conmiission  a  report,  in  writing,  setting  forth 
in  detail  the  manner  and  form  in  which  it  has  complied  with  the 
order  to  cease  and  desist  hereinbefore  set  forth. 

Commissioners  Murdock  and  Nugent  took  no  part  in  the  final 
consideration  or  decision  of  this  case. 


The  Conmiission  has  also  issued  similar  orders  in  other  cases  in- 
Tolving  substantially  the  same  facts,  as  shown  by  the  following: 
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Respondent. 


Amorlciin  Sponge  &  Chamois  Co. 

Greek  Amencan  Sponge  Co 

piationAl  Sponge  &  Ghamois  Co. . 
\^asaaa  Sponge  Co. 


Location. 


New  York  City... 

GhieMOfUl 

NewYorkCaty... 
Chioago,ni 
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stipala- 

tionar 

trial 


Trial 
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FEDERAL  TRADE  COMMISSION 

V. 

JOSEPH  BLOCH,  INC, 

OOMTLAINT  IK  THE   MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTIOK   5 
OF  AN  ACT  OF  OONGRESS  APF|tOyED  SEPTEMBER  26,  1914. 

Docket  876-— Febraary  4,  1021. 

StUiABUS. 

Where  a  corporation  engaged  in  the  sale  of  sponges  by  weight  to  retailers  and 
large  consumers,  "  loaded  **  sponges  by  the  addition  of  foreign  substances 
which  did  not  increase  the  usefulness  or  durability  of  the  sponges,  but  were 
added  for.  the  sole  purpose  of  increasing  their  weight,  and  sold  such 
"  loaded  "  sponges  without  disclosing  the  fact  that  their  weight  had  been 
artificially  increased,  thereby  defrauding,  decelying,  and  misleading  re- 
tailers and  consumers,  enabling  it  to  secure  business  on  a  false  and  fictitious 
basis,  and  forcing  competitors  also  to  sell  "  loaded  *'  sponges ;  to  the  injury 
of  competitors  who  did  not  sell  ** loaded'*  sponges  and  to  the  injury  of 
the  public : 

Utld,  That  such  practices,  under  the  circumstances  set  forth,  constituted  unfair 
methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Joseph  Bloch  (Inc.),  here- 
inafter referred  to  as  respondent,  has  been  and  now  is  using  unfair 
methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  5  of  an  act  of  Congress  approved  September 
26, 1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
d^ne  its  powers  and  duties,  and  for  other  purposes,''  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  steting  its  charges  in  that  respect 
on  information  and  belief  as  follows: 

Paragraph  1.  That  respondent,  Joseph  Bloch  (Inc.),  is  a  corpora- 
tion organized  and  existing  under  the  laws  of  the  State  of  New  York, 
having  ite  principal  office  and  place  of  business  in  the  city  of  New 
York,  in  said  State.  That  for  more  than  one  year  last  past  respond- 
ent has  been  engaged  in  purchasing  sponges  in  other  States  of  the 
United  Stetes  and  foreign  countries  and  in  the  sale  and  shipment  of 
sftid  sponges  to  persons,  firms,  copartnerships,  and  corporations  in 
other  (States  and  Territories  of  the  United  States  and  the  District 
of  Columbia  in  direct  competition  with  other  persons,  firms,  co- 
partnerships, and  corporations  similarly  engaged. 
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Par.  2.  That  in  the  conduct  of  its  business  respondent  purchases 
sponges  in  the  State  of  Florida  and  other  States  of  the  United 
States  and  foreign  countries  and  causes  the  same  to  be  trans- 
ported through  other  States  of  the  United  States  to  its  place 
of  business  in  the  city  of  New  York,  State  of  New  York, 
where  the  same  are  sold  and  shipped  to  purchasers  and  dealers  in 
different  States  and  Territories  of  the  United  States  and  the  Dis- 
trict of  Columbia,  and  that  there  is  continuously,  and  has  been  at 
all  times  hereinafter  mentioned,  a  constant  current  of  trade  and 
commerce  in  said  sponges  between  and  among  the  various  States  and 
Territories  of  the  United  States,  and  more  particularly  from  the 
State  of  Florida  and  foreign  countries  to  and  through  the  city  of 
New  York,  State  of  New  York,  and  from  there  to  and  through 
other  States  and  Territories  of  the  United  States  and  the  District 
of  Columbia. 

Par.  3.  That  respondent  for  more  than  a  year  last  past  has 
knowingly  and  deceptively  engaged  in  and  is  now  knowingly  and 
deceptively  engaged  in  loading,  doping,  and  saturating  sponges  with 
foreign  matter,  such  as  glucose,  sand,  molasses,  Epsom  salts,  and 
lead,  and  knowingly  and  deceptively  caused  and  procured,  and  is 
now  knowingly  and  deceptively  causing  and  procuring,  others  to 
so  load,  dope,  or  saturate  sponges  with  the  aforesaid  foreign  matter, 
with  the  intent  and  purpose  of  selling  and  disposing  of  said  sponges 
by  weight,  per  pound  basis,  in  commerce  as  aforesidd,  thereby  de- 
ceptively increasing  and  falsifying  the  weight  of  said  sponges,  creat- 
ing a  fictitious  price  therefor,  deceiving,  defrauding,  and  mislead- 
ing customers  and  consumers  who  can  not  readily  differentiate  and 
distinguish  between  pure  unadulterated  sponges  and  sponges  doped, 
loaded,  or  saturated  with  foreign  matter,  as  aforesaid,  to  purchase 
and  pay  for,  by  weight,  per  pound  basis,  such  loaded,  doped,  or 
saturated  sponges,  as,  and  for,  pure  unadulterated  sponges;  that 
the  effect  and  result  of  the  aforesaid  loading,  doping,  or  saturating 
sponges  is  to  create  a  fictitious  price  for  said  sponges  in  competition! 
with  competitors  who  purchase  and  sell  pure  unadulterated  sponges, 
thereby  causing  prejudice  and  injury  to  competitors,  or  may  cause 
prejucUce  and  injury  to  competitors;  and  other  effects;  that  the 
further  effect  of  loading,  doping,  or  saturating  sponges  with  foreign 
matter  as  aforesaid  is  to  impair  the  durability,  quality,  and  purity 
of  said  sponges. 

Par.  4.  That  respondent  for  more  than  a  year  last  past  knowingly 
and  deceptively  purchased  and  sold,  by  weight,  per  poimd  basis,  and 
is  still  knowingly  and  deceptively  purchasing,  selling,  and  disposing 
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of,  by  weight,  per  pound  basis,  in  commerce  as  aforesaid,  large 
qnantities  of  sponges,  loaded,  doped,  or  saturated  with  foreign  mat- 
ter, such  as  glucose,  sand,  molasses^  Epsom  salts,  and  lead,  with  the 
intent  and  purpose  of  deceptively  increasing  and  falsifying  the 
weight  of  said  sponges,  creating  a  fictitious  price  therefor,  deceiving, 
defrauding,  and  misleading  customers  and  consumers  who  can  not 
readily  differentiate  and  distinguish  between  pure  unadulterated 
sponges  and  sponges  loaded,  doped,  or  saturated  with  foreign  matter, 
as  aforesaid,  to  purchase  and  pay  for,  by  weight,  per  pound  basis,  such 
loaded,  doped,  or  saturated  sponges,  as,  and  for,  pure  unadulterated 
sponges ;  that  the  effect  and  result  of  the  aforesaid  purchase  and  sale 
of  loaded,  doped,  or  saturated  sponges  is  to  create  a  fictitious  price 
for  said  sponges  in  competition  with  competitors  who  purchase  and 
sell  pure  unadulterated  sponges,  thereby  causing  prejudice  and  in- 
jury to  competitors,  or  may  caUse  prejudice  and  injury  to  competi- 
tors; and  other  effects;  that  the  further  effect  of  purchasing  and  sell- 
ing sponges  loaded,  doped,  or  saturated  with  foreign  matter,  in 
commerce  as  aforesaid,  is  to  impair  the  durability,  quality,  and. 
purity  of  said  sponges. 

REPOBT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDEB. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  Joseph  Bloch  (Inc.),  charging  it 
with  the  use  of  unfair  methods  of  competition  in  commerce  in  viola- 
tion of  the  provisions  of  said  act. 

The  respondent  having -entered  its  appearance  and  having  filed  its 
answer  herein,  hearings  were  had  and  evidence  was  thereupon  intro- 
duced in  support  of  the  allegations  of  said  complaint  before  an  ex- 
aminer of  the  Federal  Trade  Commission,  theretofore  duly  ap- 
pointed 

And  thereupon  this  proceeding  came  on  for  final  hearing  and  the 
attorney  for  the  Commission  having  submitted  briefs,  and  the  Com- 
mission having  heard  oral  argument,  and  the  Commission,  having 
fully  considered  the  record  and  being  now  fully  advised  in  the 
premises,  makes  this  its  findings  as  to  the  facts  and  conclusions : 

FIITDIKGS  AS  TO  THB  FACTS. 

Pahabaph  1.  That  respondent,  Joseph  Bloch  (Inc.),  is  a  corpora- 
tion, organized  and  existing  under  and  by  virtue  of  the  laws  of  the 
State  of  New  York,  having  its  principal  office  and  place  of  business 
located  at  the  city  of  New  York,  in  said  State,  and  is  now  and  at  all 
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times  hereinafter  mentioned  has  been  engaged  in  the  business  of 
selling  and  shipping  sponges  from  the  city  of  New  York,  in  the 
State  of  New  York,  to  purchasers  thereof  located  throughout  the 
different  States  of  the  United  States  and  the  District  of  Columbia  in 
direct  competition  with  other  persons,  firms,  and  corporations  simi- 
larly engaged. 

Pab.  2.  That  in  the  conduct  of  its  business  respondent  purchases 
sponges  in  different  States  of  the  United  States  and  in  foreign  coun- 
tries and  causes  the  same  to  be  transported  through  other  States  to 
its  place  of  business  located  in  the  city  of  New  York,  in  the  State  of 
New  York,  from  which  place  said  sponges  are  sold  and  shipped  to 
purchasers  thereof  in  the  different  States  of  the  United  States  and 
the  District  of  Colimibia,  and  there  is  and  has  been  at  all  times 
hereinafter  mentioned  a  current  of  trade  and  commerce  in  said 
sponges  among  and  between  the  various  States  of  the  United  States 
and  the  District  of  Columbia. 

Pab.  3.  That  in  the  conduct  of  its  business  respondent,  for  more 
than  two  years  prior  to  the  filing  of  the  complaint  herein,  had  been 
engaged  in  artificially  increasing  the  weight  of  sponges  by  a  process 
of  soaking  said  sponges  in  a  solution  of  a  substance  or  substances 
jsuch  as  salt,  Epsom  salts,  glucose,  glycerine,  and  sugar;  that  the  sub- 
stance or  substances  contained  in  said  solution  are  incorporated  into 
the  texture  of  said  sponges  and  remain  in  said  sponges  after  the  said 
sponges  are  dried;  that  the  said  process  of  artificially  increasing  the 
weight  of  sponges  by  the  addition  of  a  substance  or  substances  as 
aforesaid  is  commonly  known  to  and  designated  by  sponge  packers 
as  '^  loading  " ;  that  the  sponges  whose  weight  has  been  thus  artifi- 
cially increased  are  designated  and  referred  to  by  sponge  packers  as 
^^oaded"  sponges.  When  hereinafter  mentioned,  sponges  whose 
weight  has  been  thus  artificially  increased  are  referred  to  as  '^  loaded  '^ 
sponges,  and  the  process  by  which  the  weight  is  artificially  increased 
is  referred  to  as  "  loading." 

Pab.  4.  That  the  total  cost  of  "loading"  1  pound  of  sponge, 
including  the  cost  of  ingredients  and  labor,  is  approximately  20 
cents ;  that  the  substance  or  substances  added  to  sponges  in  the  proc- 
ess of  "  loading  "  do  not  add  in  any  way  to  the  usefulness  or  dura- 
bility of  the  sponges  and  do  not  enable  them  better  to  serve  any  of 
the  purposes  for  which  sponges  are  employed;  that  the  sole  purpose 
of  "  loading  "  is  to  increase  the  weight  of  the  sponges  while  they  are 
in  the  channels  of  commerce  before  they  have  reached  the  ultimate 
user;  that  when  said  sponges  are  put  into  use  the  substance  or  sub- 
stances introduced  in  the  process  of  "  loading  "  are  generally  washed 
out  and  lost 
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Pab.  6.  That  in  the  conduct  of  its  business  respondent  for  more 
than  two  years  prior  to  the  filing  of  the  complaint  herein  had  been 
selling  and  shipping  by  weight  in  interstate  oonunerce  sponges 
*^  loaded  "  by  it  as  aforesaid  to  purchasers  thereof,  including  among 
others  retail  dealers  handling  sponges  and  large  consumers,  such  as 
garages,  painters,  decorators,  office  buildings,  and  manufacturing 
concerns;  that  respondent  in  selling  said  ^^  loaded  "  sponges  to  said 
retail  dealers  and  said  consumers  did  not  disclose  or  make  known  to 
said  retail  dealers  or  to  said  consumers  that  said  sponges  were 
^  loaded  " ;  that  said  retail  dealers  and  said  consumers  did  purchase 
and  pay  for  by  weight  said  ^^  loaded  "  sponges  as  and  for  sponges 
whose  weight  had  not  been  artificially  increased. 

Pab.  6.  That  the  ^'  loading  "  of  sponges  and  the  sale  of  ^^  loaded  " 
sponges  by  respondent,  as  aforesaid,  is  a  fraudulent  and  deceptive 
practice,  and  is  designed  and  calculated  to  and  does  defraud,  deceive, 
and  mislead  retail  dealers  and  consumers ;  that  the  practice  of  '^  load- 
ing "  as  aforesaid  is  designed  and  calculated  to  and  does  enable  re- 
spondent to  sell  said  ^  loaded  '^  sponges  on  a  false  and  fictitious  basis, 
and  to  secure  business  on  a  false  and  fictitious  basis,  to  the  injury  of 
competitors  of  said  respondent  who  do  not  sell  '^  loaded  '^  sponges  and 
to  the  injury  of  the  public. 

Par.  7.  That  the  sale  of  ^^  loaded  ^  sponges  by  respondent,  as  afore- 
said, has  the  tendency  and  capacity  to  and  does  force  competitors 
of  respondent  also  to  sell  ^^  loaded  "  sponges,  to  the  injury  of  com- 
petitors who  do  not  sell  ^'  loaded  "  sponges  and  to  the  injury  of  the 
public 

CONCLUSIONS. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26,  1914,  entitled  '^  An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Conmiission  and  answer  of  the 
respondent,  the  testimony,  and  evidence,  and  the  argument  of  counsel, 
and  the  Commission  having  made  its  findings  as  to  the  facts  with  its 
conclusions  that  the  respondent  has  violated  the  provisions  of  the 
act  of  Congress  approved  September  26,  1914,  entitled,  ^^An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,'' 
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It  is  now  ordered^  That  the  respondent,  Joseph  Bloch  (Inc.),  and 
its  agents,  servants,  and  employees,  and  each  and  every  one  of  them, 
do  cease  and  desist  from  directly  or  indirectly : 

1.  Increasing  the  weight  of  sponges  intended  for  sale  and  subse- 
quent shipment  in  interstate  commerce,  by  soaking  them  in  a  solution 
of  salt,  Epsom  salts,  glycerine,  glucose,  or  sugar,  or  any  other  sub- 
stance producing  the  like  effect. 

2.  Selling  for  shipment  in  interstate  commerce,  or  shipping  in 
interstate  commerce,  any  sponges  the  weight  of  which  has  been  in- 
creased by  soaking  them  in  a  solution  of  salt,  Epsom  salts,  glycerine, 
glucose,  or  sugar,  or  any  other  substance  producing  the  like  effect. 

It  is  further  ordered^  That  the  respondent,  Joseph  Bloch  (Inc.), 
shall  within  60  days  after  the  service  upon  it  of  a  copy  of  this 
order,  file  with  the  Federal  Trade  Commission  a  report  in  writing 
setting  forth  in  detail  the  manner  and  form  in  which  it  has  complied 
with  the  order  to  cease  and  desist,  hereinbefore  set  forth. 

Commissioners  Murdock  and  Nugent  took  no  part  in  the  final  con- 
gidei^tion  or  decision  of  this  case. 


The  Commission  has  also  issued  similar  orders  in  other  cases  in- 
volving substantially  the  same  facts,  as  shown  by  the  following: 


TABLE. 

Date. 

Dock 
No. 

R6spond«nt. 

Location. 

stlpal»- 

tionor 

trlaL 

1921 
Feb.    4 

4 

3» 

393 
394 

Albert  Bloch,  Dave  Blodi,  and  Benjamin  G.  Bloch. 
copartners,  doing  business  nnder  the  firm  name  and 
style  of  Albert  Bloch  &  Son. 

Nathan  Slnenberg,  a  sole  trader,  doing  business  under 
the  name  and  style  of  Florida  Sponge  U  Chamois  Co. 

Harry  J.  Levr,  J.  D.  Lwr,  and  Nathan  Levy,  copart- 
ners, doing  Dasiness  nnder  the  Arm  name  and  style  of 
Levy  Bros. 

New  York  city... 
do 

TrtaL 
Da 

4 

Boston,  Mass. 

Da 
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V. 

H.  L.  ETTMAN  SPONGE  COMPANY. 

OOMFLAINT  IK  THE  MATTER  OF  THE  ALLEQED  VIOLATION  OF  SEGTi6n  Q  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  379.— February  4,  1921. 

Stllabus. 

Where  a  corporation  engaged  In  the  sale  of  sponges  by  weight  to  retailers  and 
large  consumers,  without  disclosing  the  fact  that  their  weight  had  been 
artificially  Increased,  sold  sponges  "  loaded  '*  by  the  addition  of  foreign  sub- 
stances which  did  not  Increase  their  usefulness  or  durability,  but  were 
added  for  the  sole  purpose  of  increasing  their  weight,  thereby  defrauding, 
deceiving,  and  misleading  retailers  and  consumers,  enabling  It  to  secure 
business  on  a  false  and  fictitious  basis,  and  forcing  competitors  also  to 
sell  "loaded"  sponges;  to  the  injury  of  competitors  who  did  not  sell 
"  loaded  **  sponges  and  to  the  injury  of  the  public; 

Beld,  That  such  practices,  under  the  circumstances  set  forth,  constituted 
an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having,  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  H.  L.  Ettman  Sponge  Co., 
hereinafter  referred  to  as  respondent,  has  been  and  now  is  using  un- 
fair methods  of  competition  in  interstate  commerce  in  violation  of 
the  provisions  of  section  5  of  an  act  of  Congress  approved  September 
26, 1914,  entitled  '^An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,"  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  that  respect 
on  information  and  belief  as  follows : 

Paraobaph  1.  That  respondent,  H.  L.  Ettman  Sponge  Co.,  is  a 
corporation,  organized,  and  existing  under  the  laws  of  the  State  of 
Missouri,  having  its  principal  office  and  place  of  business  in  the  city 
of  St  Louis,  in  said  State.  That  for  more  than  a  year  last  past  re- 
spondent has  been  engaged  in  purchasing  sponges  in  other  States  of 
the  United  States  and  foreign  countries  and  in  the  sale  and  shipment 
of  said  qx>nges  to  persons,  firms,  copartnerships,  and  corporations  in 
other  States  and  Territories  of  the  United  States  and  the  District 
of  Columbia  in  direct  competition  with  other  persons,  firms,  copart- 
nerships, and  corporations  similarly  engaged. 
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Par.  2.  That  in  the  conduct  of  its  business  respondent  purchases 
sponges  in  the  State  of  Florida  and  other  States  of  the  United  States 
and  foreign  countries  and  causes  the  same  to  be  transported  through 
other  States  of  the  United  States  to  its  place  of  business  in  the  city 
of  St.  Louis,  State  of  Missouri,  where  the  same  are  sold  and  shipped 
to  purchasers  and  dealers  in  different  States  and  Territories  of  the 
United  States  and  the  District  of  Columbia,  and  that  there  is  con- 
tinuously, and  has  been  at  all  times  hereinafter  mentioned,  a  con- 
stant current  of  trade  and  commerce  in  said  sponges  between  and 
among  the  various  States  and  Territories  of  the  United  States  and 
more  particularly  from  the  State  of  Florida  and  foreign  countries 
to  and  through  the  city  of  St.  Louis,  State  of  Missouri,  and  from 
there  to  and  through  other  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia. 

Par.  S.  That  respondent  for  more  than  a  year  last  past  has  know- 
ingly and  deceptively  engaged  in  and  is  now  knowingly  and  decep- 
tively engaged  in  loading,  doping,  and  saturating  sponges  with 
foreign  matter,  such  as  glucose,  sand,  molasses,  Epsom  salts,  and  lead, 
and  knowingly  and  deceptively  caused  and  procured,  and  is  now 
knowingly  and  deceptively  causing  and  procuring  others  to  so  load, 
dope,  or  saturate  sponges  with  the  aforesaid  foreign  matter,  with 
the  intent  and  purpose  of  selling  and  disposing  of  said  sponges  by 
weight,  per  pound  bi^is,  in  commerce  as  aforesaid,  thereby  decep- 
tively increasing  and  falsifying  the  weight  of  said  sponges,  creating 
a  fictitious  price  therefor,  deceiving,  defrauding,  and  misleading 
customers  and  consumers  who  can  not  readily  differentiate  and  dis- 
tinguish between  pure,  unadulterated  sponges  and  sponges  doped, 
loaded,  or  saturated  with  foreign  matter,  as  aforesaid,  to  purchase 
and  pay  for,  by  weight,  per  pound  basis,  such  loaded,  doped,  or 
saturated  sponges  as,  and  for,  pure,  unadulterated  sponges ;  that  the 
effect  and  result  of  the  aforesaid  loading,  doping,  or  saturating 
sponges  is  to  create  a  fictitious  price  for  said  sponges  in  competition 
with  competitors  who  purchase  and  sell  pure,  unadulterated  sponges, 
thereby  causing  prejudice  and  injury  to  competitors,  or  may  cause 
prejudice  and  injury  to  competitors;  and  other  effects;  that  the 
further  effect  of  loading,  doping,  or  saturating  sponges  with  foreign 
matter  as  aforesaid  is  to  impair  the  durability,  quidity,  and  purity 
ol  said  sponges. 

Par.  4.  That  respondent  for  more  than  a  year  last  past  knowingly 
and  deceptively  purchased  and  sold,  by  weight,  per  pound  basis, 
and  is  still  knowingly  and  deceptively  purchasing,  selling,  and  dis- 
posing of,  by  weight,  per  pound  basis,  in  commerce  as  afoiesaid, 
large  quantities  of  sponges,  loaded,  doped,  or  saturated  with  foreign 
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matter,  such  as  glucose,  sand,  molasses,  Epsom  salts,  and  lead,  with 
the  intent  and  purpose  of  deceptively  increasing  and  falsifying  the 
weight  of  said  sponges,  creating  a  fictitious  price  therefor,  deceiving, 
defrauding,  and  misleading  customers  and  consumers  who  can  not 
readily  differentiate  and  distinguish  between  pure,  unadulterated 
sponges  and  sponges  loaded,  doped,  or  saturated  with  foreign  mat* 
ter,  as  aforesaid,  to  purchase  and  pay  for,  by  weight,  per  pound 
basis,  such  loaded,  doped,  or  saturated  sponges  as  and  for  pure, 
unadulterated  sponges;  that  the  effect  and  result  of  the  aforesaid 
purchase  and  sale  of  loaded,  doped,  or  saturated  sponges  is  to  create 
a  fictitious  price  for  said  sponges  in  competition  with  competitors 
who  purchase  and  sell  pure,  unadulterated  sponges,  thereby  causing 
prejudice  and  injury  to  competitors,  or  may  cause  prejudice  and 
injury  to  competitors;  and  other  effects;  that  the  further  effect  of 
purchasing  and  selling  sponges  loaded,  doped,  or  saturated  with 
foreign  matter  in  commerce  as  aforesaid,  is  to  impair  the  durability, 
quality,  and  purity  of  said  sponges. 

EEPOET,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  coinplaint  upon  the  respondent,  H.  L.  Ettman  Sponge  Co.,  charg- 
ing it  with  the  use  of  unfair  methods  of  competition  in  commerce 
in  violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  and  filed  its  answer 
herein,  hearings  were  had,  and  evidence  was  thereupon  introduced 
in  support  of  the  allegations  of  said  complaint  before  an  examiner 
of  the  Federal  Trade  Commission  theretofore  duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
attorney  for  the  Commission  having  submitted  briefs,  and  the  Com- 
mission having  heard  oral  argument,  and  the  Commission,  having 
fully  cdnsidered  the  record  and  being  now  fully  advised  in  the 
premises,  makes  this  its  findings  as  to  the  facts  and  conclusion: 

FIin>INGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent,  H.  L.  Ettman  Sponge  Co.,  is 
a  corporation  organized  and  existing  under  and  by  virtue  of  the  laws 
of  the  State  of  Missouri,  having  its  principal  office  and  place  of  busi- 
ness located  at  the  city  of  St.  Louis,  in  said  State,  and  is  now  and 
at  all  times  hereinafter  mentioned  has  been  engaged  in  the  business 
of  selling  and  shipping  sponges  from  the  city  of  St.  Louis,  in  the 
State  of  Missouri,  to  purchasers  thereof  located  throughout  the 
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different  States  of  the  United  States  and  the  District  of  Columbia, 
in  direct  competition  with  other  persons,  firms,  and  corporations 
similarly  engaged. 

Par.  2.  That  in  the  conduct  of  its  business  respondent  purchases 
sponges  in  different  States  of  the  United  States  and  causes  the  same 
to  be  transported  through  other  States  to  its  place  of  business,  lo- 
cated in  the  city  of  St.  Louis,  in  the  State  of  Missouri,  from  which 
place  said  sponges  are  sold  and  shipped  to  purchasers  thereof  in 
different  States  of  the  United  States  and  the  District  of  Columbia, 
and  there  is  and  has  been  at  all  times  hereinafter  mentioned  a  current 
of  trade  and  commerce  in  said  sponges  among  and  between  the  va* 
rious  States  of  the  United  States  and  the  District  of  Columbia. 

Par.  3.  That  in  the  conduct  of  its  business  respondent  for  more 
than  two  years  prior  to  the  filing  of  the  complaint  herein  had  been 
engaged  in  purchasing  from  sponge  packers  located  at  the  city  of 
New  York,  in  the  State  of  New  York,  and  the  city  of  Tarpon 
Springs,  in  the  State  of  Florida,  sponges  whose  weight  had  been 
artificially  increased  by  said  sponge  packers  by  a  process  of  soaking 
said  sponges  in  a  solution  of  a  substance  or  substances,  such  as  salt, 
Epsom  salts,  glucose,  glycerine,  and  sugar;  that  the  substance  or  sub- 
stances contained  in  said  solution  were  incorporated  into  the  texture 
of  said  sponges  and  remained  in  said  sponges  after  the  said  sponges 
were  dried ;  that  the  said  process  of  artificially  increasing  the  weight 
of  sponges  by  the  addition  of  a  substance  or  substances  as  aforesaid 
is  commonly  known  to  and  designated  by  sponge  packers  as  ^'  load- 
ing " ;  that  the  sponges  whose  weight  has  been  thus  artificially  in- 
creased are  designated  and  referred  to  by  sponge  packers  as  '^  loaded '' 
sponges.  When  hereinafter  mentioned,  sponges  whose  weight  has 
been  thus  artificially  increased  are  referred  to  as  ''  loaded "  sponges; 
and  the  process  by  which  the  weight  has  been  artificially  increased  is 
referred  to  as  ^^  loading.'' 

Par.  4.  That  the  total  cost  of  ^'  loading "  1  pound  of  sponge,  in- 
cluding the  cost  of  ingredients  and  labor,  is  approximately  20  cents: 
that  the  substance  or  substances  added  to  sponges  in  the  process  of 
^^  loading  "  do  not  add  in  any  way  to  the  usefulness  or  durability  of 
the  sponges  and  do  not  enable  them  better  to  serve  any  of  the  pur- 
poses for  which  sponges  are  employed;  that  the  sole  purpose  of 
"loading"  is  to  increase  the  weight  of  the  sponges  while  they  are 
in  the  channels  of  commerce  before  they  have  reached  the  ultimate 
user;  that  when  said  sponges  are  put  into  use  the  substance  or  sub- 
stances introduced  in  the  process  of  ^loading"  are  generally  washed 
out  and  lost. 
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Pab.  5.  That  in  the  conduct  of  its  business  respondent  for  more 
than  two  years  prior  to  the  filing  of  the  complaint  herein  had  been 
selling  and  shipping  by  weight  in  interstate  ccmimerce  sponges 
^loaded  "  by  it  as  aforesaid  to  purchasers  thereof,  including  among 
others  retail  dealers  handling  sponges  and  large  consumers,  such  as 
garages,  painters,  decorators,  office  buildings,  and  manufacturing 
concerns ;  that  respondent  in  selling  said  ^^  loaded  "  sponges  to  said 
retail  dealers  and  said  consumers  did  not  disclose  or  make  known 
to  said  retail  dealers  or  to  said  consimiers  that  said  sponges  were 
^ loaded^;  that  said  retail  dealers  and  said  consumers  did  purchase 
and  pay  for  by  weight  said  ^  loaded ''  sponges  as  and  for  sponges 
whose  weight  had  not  been  artificially  increased. 

Par.  6.  That  the  sale  of  ^  loaded  "  sponges  by  respondent  as  af  ore- 
said  is  a  fraudulent  and  deceptive  practice  and  is  designed  and  cal- 
culated to  and  does  defraud,  deceive,  and  mislead  retail  dealers  and 
consumers;  that  the  practice  of  ^^ loading"  as  aforesaid  is  designed 
and  calculated  to  and  does  enable  respondent  to  sell  said  ^  loaded  ^ 
sponges  on  a  false  and  fictitious  basis  and  to  secure  business  on  a 
false  and  fictitious  basis,  to  the  injury  of  competitors  of  said 
respondent  who  do  not  sell  "loaded"  sponges  and  to  the  injury  of 
the  public. 

Par.  7.  That  the  sale  of  "loaded  "  sponges  by  respondent  as  afore- 
said has  the  tendency  and  capacity  to  and  does  force  competitors 
of  respondent  also  to  sell  "loaded"  sponges,  to  the  injury  of  com- 
petitors who  do  not  sell  "  loaded  "  sponges  and  to  the  injury  of  the 
public. 

CONCLUSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  Unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26,  1914,  entitled  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission  and  answer  of  the  re- 
spondent, the  testimony  and  evidence,  and  the  argument  of  coun- 
8b1,  and  the  Commission  having  made  its  findings  as  to  the  facts  with 
its  conclusion  that  the  respondent  has  violated  the  provisions  of  the 
act  of  Congress  approved  September  26,  1914,  entitled  "An  act  to 
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create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes," 

It  is  now  ordered,  That  the  respondent,  H.  L.  Ettman  Sponge  Co., 
and  its  agents,  servants,  and  employees,  and  each  and  every  one  of 
them,  do  cease  and  desist  from  directly  or  indirectly : 

1.  Increasing  the  weight  of  sponges  intended  for  sale  and  subse- 
quent shipment  in  interstate  commerce  by  soaking  them  in  a  solution 
of  salt,  Epsom  salts,  glycerine,  glucose,  or  sugar,  or  any  other  sub- 
stance producing  the  like  effect. 

2.  Selling  for  shipment  in  interstate  commerce,  or  shipping  in  in- 
terstate commerce,  any  sponges  the  weight  of  which  has  been  in- 
creased by  soaking  them  in  a  solution  of  salt,  Epsom  salts,  glycerine, 
glucose,  or  sugar,  or  any  other  substance  producing  the  like  effect. 

It  is  further  ordered,  That  the  respondent,  H.  L.  Ettman  Sponge 
Co.,  shall  within  60  days  after  the  service  upon  it  of  a  copy  of  this 
order,  file  with  the  Commission  a  report  in  writing  setting  forth  in 
detail  the  manner  and  form  in  which  it  has  complied  with  the  order 
to  cease  and  desist  hereinbefore  set  forth. 

Commissioners  Murdock  and  Nugent  took  no  part  in  the  final  con- 
sideration or  decision  of  this  case. 


The  Commission  has  also  issued  similar  orders  in  other  cases  in- 
volving substantially  the  same  facts,  as  shown  by  the  following : 
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M.  F.  Rosenbaom  and  H.  P.  Stock,  copartners,  doing 
business  under  the  firm  name  and  style  of  Atlantie 
Sponge  Co. 

Theodore  Sehroeder  and  Harry  H.  Tremayne,  copart- 
ners, doing  business  under  the  firm  name  and  style  of 
Sehroeder  A  Tremayne. 

8.  Perlman  and  Charles  Perlman.  doing  business  under 
the  firm  name  and  st^  of  8.  Perlman  A.  Son. 

Franklin  L.  Lampel,  sole  trader,  doing  business  under 
the  name  and  style  of  F.  L.  Lampel  Sponge  Co. 

New  York  City.... 

St.  Louis,  Mo 

New  York  City... 
St.  Louis,  Mo 
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FEDERAL  TRADE  COMMISSION 

V. 

PETER  VAN  SCHAACK  &  SONS. 
ooMFLAnrr  in  the  matteh  of  the  aixeged  yiolation  of  SEOnOK  6  OF 

AN  ACT  OF  CONGRESS  APPBOVED  SEFTBMBEB  26,  1914. 

Docket  381— February  4,  1921. 

Stilabus. 

Where  a  corporation  engaged  in  the  sale  of  sponges  by  weight — 

(a)  "Loaded"  sponges  by  the  addition  of  for^gn  substances,  which  did  not 
increase  their  usefulness  or  durability,  but  were  added  for  the  sole  purpose 
of  Increasing  their  weight ;  and 

(6)  With  the  knowledge  and  expectation  that  the  same  would  be  resold  with- 
out disclosing  the  fact  that  their  weight  had  been  artificially  increased, 
sold  such  "  loaded  '*  sponges  to  wholesalers  without  disclosing  the  amount 
of  such  *'  loading/'  thereby  enabling  the  purchasers  to  mislead  and  deceive 
retailers  and  consumers  who  unwittingly  bore.  In  whole  or  In  part,  the 
cost  of  such  "  loading  '* ; 

With  the  effect  of  aiding  in  the  misleading  and  deception  of  retailers  and  con- 
sumers, of  enabling  It  and  Its  wholesale  purchasers  to  secure  business  on 
a  false  and  fictitious  basis,  and  of  forcing  competitors  also  to  sell  "  loaded  ** 
sponges;  all  to  the  Injury  of  competitors  who  did  not  sell  "  loaded  "  sponges, 
and  to  the  Injury  of  the  public : 

Eeld,  That  such  practices,  under  the  drcumstances  set  forth,  constituted  un- 
fair methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Peter  Van  Schaack  &  Sons, 
hereinafter  referred  to  as  respondent,  has  been  and  now  is  using  un- 
fair methods  of  competition  in  interstate  commerce  in  violation  of 
the  provisions  of  section  5  of  an  act  of  Congress  approved  September 
26, 1914,  entitled  ^^An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,"  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  inter- 
est of  the  public,  issues  this  complaint,  stating  its  charges  in  that 
nspect  on  information  and  belief  as  follows : 

Pabaorafh  1.  That  respondent,  Peter  Van  Schaack  &  Sons,  is  a 
corporation  organized  and  existing  under  the  laws  of  the  State  of 
Illinois,  having  its  principal  office  and  place  of  business  in  the  city 
of  Chicago,  in  said  State.  That  for  more  than  one  year  last  past  re- 
spondent has  been  engaged  in  purchasing  sponges  in  other  States  of 
the  United  States  and  foreign  countries  and  in  the  sale  and  shipment 
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of  said  sponges  to  persons,  firms,  copartnerships,  and  corporations  in 
other  States  and  Territories  of  the  United  States  and  the  District  of 
Columbia  in  direct  competition  with  other  persons,  firms,  copartner- 
ships, and  corporations  similarly  engaged. 

Par.  2.  That  in  the  conduct  of  its  business  respondent  purchases 
sponges  in  the  State  of  Florida  and  other  States  of  the  United  States 
and  foreign  countries  and  causes  the  same  to  be  transported  through 
other  States  of  the  United  States  to  its  place  of  business  in  the  city 
of  Chicago,  State  of  Illinois,  where  the  same  are  sold  and  shipped  to 
purchasers  and  dealers  in  different  States  and  Territories  of  the 
United  States  and  the  District  of  Columbia,  and  that  there  is  con- 
tinuously, and  has  been  at  all  times  hereinafter  mentioned,  a  con- 
stant current  of  trade  and  commerce  in  said  sponges  between  and 
among  the  various  States  and  Territories  of  the  United  States  and 
more  particularly  from  the  State  of  Florida  and  foreign  countries 
to  and  through  the  city  of  Chicago,  State  of  Illinois,  and  from  there 
to  and  through  other  States  and  Territories  of  the  United  States  and 
the  District  of  Columbia. 

Par.  3.  That  respondent  for  more  than  a  year  last  past  has  know- 
ingly  and  deceptively  engaged  in  and  is  now  knowingly  and  de- 
ceptively  engaged  in  loading,  doping,  and  saturating  sponges  with 
foreign  matter,  such  as  glucose,  sand,  molasses,  Epsom  salts,  and 
lead,  and  knowingly  and  deceptively  caused  and  procured,  and  is 
now  knowingly  and  deceptively  causing  and  procuring,  others  to 
so  load,  dope,  or  saturate  sponges  with  the  aforesaid  foreign  matter, 
with  the  intent  and  purpose  of  selling  and  disposing  of  said  sponges 
by  weight,  per  pound  basis,  in  commerce  as  aforesaid,  thereby  de- 
ceptively increasing  and  falsifying  the  weight  of  said  sponges,  cre- 
ating a  fictitious  price  therefor,  deceiving,  defrauding,  and  mis- 
leading customers  and  consumers  who  can  not  readily  differentiate 
and  distinguish  between  pure,  unadulterated  sponges  and  sponges 
doped,  loaded,  or  saturated  with  foreign  matter,  as  aforesaid,  to 
purchase  and  pay  for,  by  weight,  per  pound  basis,  such  loaded, 
doped,  or  saturated  sponges  as,  and  for,  pure,  unadulterated  sponges ; 
that  the  effect  and  result  of  the  aforesaid  loading,  doping,  or  saturat- 
ing sponges  is  to  create  a  fictitious  price  for  said  sponges  in  com- 
petition with  competitors  who  purchase  and  sell  pure,  unadulterated 
sponges,  thereby  causing  prejudice  and  injury  to  competitors,  or 
may  cause  prejudice  and  injury  to  competitors;  and  other  effects; 
that  the  further  effect  of  loading,  doping,  or  saturating  sponges  with 
foreign  matter  as  aforesaid  is  to  impair  the  durability,  quality,  and 
purity  of  said  sponges. 
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Pab.  4.  That  respondent  for  more  than  a  year  last  past  knowingly 
and  deceptively  purchased  and  sold,  by  weight,  per  pound  basis,  and 
is  still  knowingly  and  deceptively  punshasing,  selling,  and  disposing 
of,  by  weight,  per  pound  basis,  in  commerce  as  aforesaid,  large 
quantitieis  of  sponges,  loaded,  doped,  or  saturated  with  foreign  mat- 
ter such  as  glucose,  sand,  molasses,  Epsom  salts,  and  lead,  with  the 
intent  and  purpose  of  deceptively  increasing  and  falsifying  the 
weight  of  said  sponges,  creating  a  fictitious  price  therefor,  deceiving, 
defrauding,  and  misleading  customers  and  consumers  who  can  not 
readily  differentiate  and  distinguish  between  pure  unadulterated 
sponges  and  sponges  loaded,  doped,  or  saturated  with  foreign  matter, 
as  aforesaid,  to  purchase  and  pay  for,  by  weight,  per  pound  basis, 
such  loaded,  doped,  or  saturated  sponges  as,  and  for,  pure  unadul- 
terated sponges;  that  the  effect  and  result  of  the  aforesaid  purchase 
and  sale  of  loaded,  doped,  or  saturated  sponges  is  to  create  a  fictitious 
price  for  said  sponges  in  competition  with  competitors  who  purchase 
and  sell  pure  unadulterated  sponges,  thereby  causing  prejudice  and 
injury  to  competitors,  or  may  cause  prejudice  and  injury  to  com- 
petitors; and  other  effects;  that  the  further  effect  of  purchasing 
and  selling  sponges  loaded,  doped,  or  saturated  with  foreign  matter, 
in  commerce  as  aforesaid,  is  to  impair  the  durability,  quality,  and 
purity  of  said  sponges. 

BEPOKT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDEE. 

Pursuant  to  the  provisions  of  an  act  of  Congress,  approved  Sep- 
tember- 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  tlie  respondent,  Peter  Van  Sohaack  &  Sons, 
charging  it  with  the  use  of  unfair  methods  of  competition  in  com- 
merce in  violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  and  having  filed 
its  answer  herein, 'hearings  were  had  and  evidence  was  thereupon 
introduced  in  support  of  the  allegations  of  said  complaint  before 
an  examiner  of  the  FejUeral  Trade  Commission,  theretofore  duly 
appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
attorneys  for  the  Commission  having  submitted  briefs,  and  the  Com- 
mission having  heard  oral  argument,  and  the  Commission,  having 
fully  considered  the  record  and  being  now  fully  advised  in  the 
premises,  makes  this  its  findings  as  to  the  facts  and  conclusions : 

FIl^DIl^QS  AS  TO  THE  FACTS. 

Paragraph  1.  That  respondent,  Peter  Van  Schaack  &  Sons,  is  a 
corporation  organized  and  existing  under  and  by  virtue  of  the  laws 
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of  the  State  of  Illinois,  having  its  principal  office  and  place  of  busi- 
ness located  at  the  city  of  Chicago,  in  said  State,  and  is  now  and  at 
all  times  hereinafter  mentioned  has  been  engaged  in  the  business 
of  selling  and  shipping  sponges  from  the  city  of  Chicago,  in  the 
State  of  Illinois,  to  purchasers  thereof  located  throughout  the  differ- 
ent States  of  the  United  States  and  the  District  of  Columbia  in  direct 
competition  with  other  persons,  firms,  and  corporations  similarly 
engaged. 

Pab.  2.  That  in  the  conduct  of  its  business  respondoit  purchases 
sponges  in  different  States  of  the  United  States  and  in  foreign 
countries  and  causes  the  same  to  be  transported  through  other  States 
to  its  place  of  business  located  in  the  city  of  Chicago,  in  the  State  of 
Illinois,  from  which  place  said  sponges  are  sold  and  shipped  to  pur- 
chasers thereof  in  different  States  of  the  United  States  and  the 
District  of  Columbia,  and  there  is  and  has  been  at  all  times  herein- 
after mentioned  a  current  of  trade  and  commerce  in  said  sponges 
among  and  between  the  various  States  of  the  United  States  and  the 
District  of  Columbia. 

Par.  8.  That  in  the  conduct  of  its  business  respondent,  for  more 
than  two  years  prior  to  the  filing  of  the  complaint  herein,  had  been 
engaged  in  artificially  increasing  the  weight  of  sponges  by  a  process 
of  soaking  said  sponges  in  a  solution  of  a  substance  or  substances 
such  as  salt,  Epsom  salts,  glucose,  glycerine,  and  sugar;  that  the 
substance  or  substances  contained  in  said  solution  are  incorporated 
into  the  texture  of  said  sponges  and  remain  in  said  sponges  after  the 
said  sponges  are  dried;  that  the  said  process  of  artificially  increas- 
ing the  weight  of  sponges  by  the  addition  of  a  substance  or  sub- 
stances, as  aforesaid,  is  conmionly  known  to  and  designated  by  sponge 
packers  as  '^  loading  " ;  that  the  sponges  whose  weight  has  beoi  thus 
artificially  increased  are  designated  and  referred  to  by  sponge 
packers  as  ^^  loaded  "  sponges.  When  hereinafter  mentioned,  sponges 
whose  weight  has  been  thus  artificially  increased  are  referred  to  as 
^  loaded  "  sponges,  and  the  process  by  which  the  weight  is  artificially 
increased  is  referred  to  as  ^loading." 

Par.  4.  That  the  total  cost  of  ^  loading ''  1  pound  of  sponge,  in- 
including  the  cost  of  ingredients  and  labor  is  approximately  20  cents ; 
that  the  substance  or  substances  added  to  sponges  in  the  process  of 
^^ loading"  do  not  add  in  any  way  to  the  usefulness  or  durability  of 
the  sponges  and  do  not  enable  them  better  to  serve  any  of  the  pur- 
poses for  which  sponges  are  employed;  that  the  sole  purpose  of 
^  loading  "  is  to  increase  the  weight  of  the  sponges  while  they  are  in 
the  channels  of  conmierce  before  they  have  reached  the  ultinu^  user; 
that  when  said  sponges  are  put  into  use  the  substance  or  substances 
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introduced  in  the  prooess  of  ^loading''  are  generally  washed  out 
and  lost. 

Par.  5.  That  in  the  conduct  of  its  business  resp<«ident,  for  more 
than  two  years  prior  to  the  filing  of  the  ocmiplaint  herein,  had  been 
selling  and  shipping  by  weight  in  interstate  commerce  sponges 
^  loaded  "  by  it  as  aforesaid,  to  purchasers  thereof,  including,  among 
others,  wholesale  dealers  handling  sponges ;  that  respondent  in  sell- 
ing said  ^^  loaded  "  sponges  to  said  wholesale  dealers  did  not  disclose 
or  make  known  to  said  wholesale  dealers  the  amount  of  matter  arti- 
ficially added  to  said  sponges;  that  said  wholesale  dealers  did  not 
know  the  amount  of  matter  artificially  added  to  said  sponges;  that 
the  ^  loading  "  of  said  sponges  was  paid  for  by  said  wholesale  dealers. 

Pak.  6.  That  said  wholesale  dealers  who  purchased  said  ^  loaded  " 
sponges  from  respondent  in  turn  resold  said  ^^ loaded''  sponges  by 
weight  to  purchasers  thereof,  including  among  other  retail  dealers, 
such  as  dealers  in  the  drug,  hardware,  and  paint  and  oil  lines,  and 
large  consumers  of  sponges,  such  as  garages,  painters,  decorators, 
office  buildings,  and  manufacturing  concerns;  that  said  wholesale 
dealers  did  not  disclose  or  make  known  to  said  retail  dealers  or  to 
said  consumers  that  said  sponges  were  ^loaded";  that  said  retail 
dealers  and  said  consumers  did  purchase  and  pay  for  by  weight  said 
*^  loaded  ^  sponges  as  and  for  sponges  whose  weight  had  not  been 
artificially  increased  by  ^^loading,"  as  aforesaid;  that  respondent 
** loaded''  said  spcmges  and  sold  said  ^^oaded"  sponges  to  said 
wholesale  dealers  with  the  knowledge  and  expectation  that  said 
^  loaded  "  sponges  would  be  resold  by  said  wholesale  dealers  to  said  re- 
tail dealers  and  said  consumers  in  a  manner  calculated  to  deceive  and 
mislead  and  actually  deceiving  and  misleading  said  retail  dealers  and 
said  consumers;  that  the  cost  of  the  substance  or  substances  added  to 
said  sponges  by  the  process  of  ^Heading,"  and  of  the  labor  by  which 
said  substance  or  substances  were  introduced  into  said  sponges,  was 
ultimately  borne,  in  whole  or  in  part,  by  said  retail  dealers  and  said 
consumers,  without  their  knowledge. 

PuL  7.  That  the  ^'loading  "  of  sponges  and  the  sale  of  ^  loaded  " 
sponges  by  respondent,  as  aforesaid,  is  a  fraudulent  and  deceptive 
practice  and  results  in  injury  to  the  public ;  that  it  enables  said  whole* 
sale  dealers  who  purchase  said  ^4oaded"  sponges  to  resell  said 
sponges  as  and  for  sponges  whose  weight  has  not  been  artificially  in- 
creased and  in  the  natural  course  of  business  causes  such  result;  that 
the  practice  of  ^^  loading  "  as  aforesaid  is  calculated  to  and  does  en- 
able respondent  and  said  wholesale  dealers  who  resell  said  ^  loaded  " 
sponges  to  secure  business  on  a  false  and  fictitious  basis  to  the  injury 
of  competitors  of  said  respondent  and  to  the  injury  of  competitors 
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of  said  wholesale  dealers  who  do  not  sell  ^  loaded "  sponges  and  to 
the  injury  of  the  public. 

Par.  8.  That  the  sale  of  ^^  loaded  "  sponges  by  respondent,  as  afore- 
said, has  the  tendency  and  capacity  to,  and  does,  force  competitors 
of  respondent  also  to  sell  ^^  loaded  "  sponges,  to  the  injury  of  com- 
petitors who  do  not  sell  ^^  loaded  "  sponges  and  to  the  injury  of  tiie 
public. 

OONGLUSIONS. 

The  practices  of  the  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26,  1914,  entitled,  ^'An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes.'^ 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  CommiB- 
sion  upon  the  complaint  of  the  Commission  and  answer  of  the  respond- 
ent, the  testimony  and  evidence  and  the  argument  of  counsel,  and 
t^e  Commission  having  made  its  findings  as  to  the  facts  with  its  con- 
clusions that  the  respondent  has  violated  the  provisions  of  the  act 
of  Congress,  approved  September  26, 1914,  entitled  ^  An  act  to  create 
a  Federal  Trade  Conmiission,  to  define  its  powers  and  duties,  and 
for  other  purposes," 

It  is  now  arderedy  That  the  respondent,  Peter  Van  Schaack  &  Sons, 
and  its  agents,  servants,  and  employees,  and  each  and  every  one  of 
them,  do  cease  and  desist  from  directly  or  indirectly : 

1.  Increasing  the  weight  of  sponges  intended  for  sale  and  subse- 
quent shipment  in  interstate  commerce  by  soaking  them  in  a  solu- 
tion of  salt,  Epsom  salts,  glycerine,  glucose,  or  sugar,  or  any  other 
substance  producing  the  like  eflfect. 

2.  Selling  for  shipment  in  interstate  commerce,  or  shipping  in  in- 
terstate commerce  any  sponges  the  weight  of  which  has  been  in- 
creased by  soaking  them  in  a  8oluti<m  of  salt,  Epsom  salts,  glycerine, 
glucose,  or  sugiir,  or  any  other  substance  producing  the  like  effect. 

And  U  is  further  ordered^  That  the  respondent,  Peter  Van  Sdiaack 
&  Sons,  shall,  within  60  days  after  the  service  upon  it  of  a  copy  of 
this  order,  file  with  the  Federal  Trade  Commission,  a  report  in  writ- 
ing setting  forth  in  detail  the  manner  and  form  in  which  it  has  com- 
plied  with  the  order  to  cease  and  desist,  hereinbefore  set  forth. 
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Commissioners  Murdock  and  Nugent  took  no  part  in  the  final 
consideration  or  decision  of  this  case. 


The  Commission  has  also  issued  similar  ol*ders  in  other  cases 
volving  substantially  the  same  facts,  as  shown  by  the  following : 
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FEDEKAL  TKADE  COMMISSION 

EMIL  BLOCH,  A  SOLE  TKADEK,  DOING  BUSINESS  UNDEK 
THE  NAME  AND  STYLE  OF  EMIL  BLOCH. 

OOMPLAINT  IK  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF   SEOTION  i 
OF  AN  ACT  OF  CONGRESS  AFFROVED  SEPTEMBER  26,  1914. 

Docket  382— February  4, 1021. 
Syxlabus. 

Where  an  indlTidual  engaged  in  the  sale  of  sponges  by  weight  to  retailers  and 
large  consumers,  "  loaded  **  sponges  by  the  addition  of  foreign  substances 
which  did  not  increase  the  usefulness  or  durability  of  the  sponges  but 
were  added  for  the  sole  purpose  of  increasing  their  weight,  and  sold  such 
"loaded"  sponges  without  disclosing  the  fact  that  their  weight  had 
been  artificially  increased,  thereby  defrauding,  decelTlng,  and  misleading 
retailers  and  consumers  and  enabling  him  to  secure  business  on  a  false 
and  fictitious  basis ;  to  the  injury  of  competitors  who  did  not  sell  "  loaded  " 
sponges  and  to  the  injury  of  the  public : 

Eeld,  That  such  practices,  under  the  circumstances  set  forth,  constituted  unfair 
methods  of  competition, 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  beliere  from  a 
preliminary  investigation  made  by  it  that  Emil  Bloch,  hereinafter 
referred  to  as  respondent,  has  been  and  now  is  using  unfair  methods 
of  competition  in  interstate  commerce  in  violation  of  the  provisions 
of  section  5  of  an  act  of  Congress  approved  September  26,  1914, 
entitled  "An  act  to  create  a  Federal  Trade  Commission,  to  define 
its  powers  and  duties,  and  for  other  purposes,"  and  it  appearing 
that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  that  re- 
spect on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent,  Emil  Bloch,  is  a  resident  of 
the  State  of  New  York,  having  his  principal  office  and  place  oi 
business  located  at  the  city  of  New  York,  State  of  New  York;  that 
for  more  than  one  year  last  past  respondent  has  been  and  now  in 
engaged  in  purchasing  sponges  in  other  States  of  the  United  States 
and  foreign  coimtries  and  in  the  sale  and  shipment  of  said  sponges  to 
persons,  firms,  copartnerships,  and  corporations  in  other  States  and 
Territories  of  the  United  States  and  the  District  of  Columbia  in 
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direct  competition  with  other  persons,  firms,  copartnerships,  and  cor- 
porations similarly  engaged. 

PikSu  2.  That  in  the  conduct  of  its  business  respondent  purchases 
sponges  in  the  State  of  Florida  and  other  States  of  the  United  States 
and  foreign  countries  and  causes  the  same  to  be  transported  through 
other  States  of  the  United  States  to  its  place  of  business  in  the  city 
of  New  York,  State  of  New  York,  where  the  same  are  sold  and 
shipped  to  purchasers  and  dealers  in  different  States  and  Territories 
of  the  United  States  and  the  District  of  Columbia,  and  that  there  is 
continuously,  and  has  been  at  all  times  hereinafter  mentioned,  a 
constant  current  of  trade  and  commerce  in  said  sponges  between  and 
among  the  various  States  and  Territories  of  the  United  States  and 
more  particularly  from  the  State  of  Florida  and  foreign  countries 
to  and  through  the  city  of  New  York,  State  of  New  York,  and  from 
there  to  and  through  other  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia. 

Pab.  3.  That  respondent  for  more  than  a  year  last  past  has  know- 
ingly and  deceptively  engaged  in  and  is  now  knowingly  and  decep- 
tively engaged  in  loading,  doping,  and  saturating  sponges  with 
foreign  matter,  such  as  glucose,  sand,  molasses,  Epsom  salts,  and  lead, 
and  knowingly  and  deceptively  caused  and  procured,  and  is  now 
knowingly  and  deceptively  causing  and  procuring,  others  to  so  load, 
dope,  or  saturate  sponges  with  the  aforesaid  foreign  matter,  with  the 
intent  and  purpose  of  selling  and  disposing  of  said  sponges  by 
weight,  per  pound  basis,  in  commerce  as  aforesaid,  thereby  decep- 
tively increasing  and  falsifying  the  weight  of  said  sponges,  creating 
a  fictitious  price  therefor,  deceiving,  defrauding,  siid  misleading 
customers  and  consumers  who  can  not  readily  differentiate  and  dis- 
tinguish between  pure  unadulterated  sponges  and  sponges  doped, 
loaded,  or  saturated  with  foreign  matter,  as  aforesaid,  to  purchase 
and  pay  for,  by  weight,  per  pound  basis,  such  loaded,  doped,  or 
saturated  sponges  as,  and  for,  pure  unadulterated  sponges;  that  the 
effect  and  result  of  the  aforesaid  loading,  doping,  or  saturating 
sponges  is  to  create  a  fictitious  price  for  said  sponges  in  competition 
with  competitors  who  purchase  and  sell  pure  unadulterated  sponges, 
thereby  causing  prejudice  and  injury  to  competitors,  or  may  cause 
prejudice  and  injury  to  competitors;  and  other  effects;  that  the 
farther  effect  of  loading,  doping,  or  saturating  sponges  with  foreign 
matter  as  aforesaid  is  to  impair  the  durability,  quality,  and  purity 
of  said  sponges. 

Pak.  4.  That  respondent,  for  more  than  a  year  last  past,  knowingly 
and  deceptively  purchased  and  sold,  by  weight,  per  pound  basis, 
and  is  still  knowingly  and  deceptively  purchasing,  selling,  and  dis- 
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posing  of,  by  weight,  per  pound  basis,  in  commerce  as  aforesaid, 
large  quantities  of  sponges,  loaded,  doped,  or  saturated  with  foreign 
matter  such  as  glucose,  sand,  molasses,  Epsom  salts,  and  lead,  with  the 
intent  and  purpose  of  deceptively  increasing  and  falsifying  the 
weight  of  said  sponges,  creating  a  fictitious  price  therefor,  deceiving, 
defrauding!  and  misleading  customers  and  consumers  who  can  not 
readily  differentiate  and  distinguish  between  pure  unadulterated 
sponges  and  sponges  loaded,  doped,  or  saturated  with  foreign  matter, 
as  aforesaid,  to  purchase  and  pay  for,  by  weight,  per  ponnd  basis, 
such  loaded,  doped,  or  saturated  sponges  as,  and  for,  pure  unadul- 
terated sponges ;  that  the  effect  and  result  of  the  aforesaid  purchase 
and  sale  of  loaded,  doped,  or  saturated  sponges  is  to  create  a  fic- 
titious price  for  said  sponges  in  competition  with"  competitors  who 
purchase  and  sell  pure  unadulterated  sponges,  thereby  causing  prej- 
udice and  injury  to  competitors,  or  may  cause  prejudice  and  injury 
to  competitors;  and  other  effects;  that  the  further  effect  of  purchas- 
ing and  selling  sponges  loaded,  doped,  or  saturated  with  foreign 
matter,  in  commerce  as  aforesaid,  is  to  impair  the  durability,  quality, 
and  purity  of  said  sponges. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  Emil  Bloch,  a  sole  trader,  doing 
business  under  the  name  and  style  of  Emil  Bloch,  charging  him 
with  the  use  of  imf  air  methods  of  competition  in  conmierce  in  viola- 
tion of  the  provisions  of  said  act. 

The  respondent  having  entered  his  appearance  and  filed  his  answer 
herein,  hearings  were  had  and  evidence  was  thereupon  introduced 
in  support  of  the  allegations  of  said  complaint  and  on  behalf  of  the 
respondent  before  an  examiner  of  the  Federal  Trade  Commission 
theretofore  duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and 
the  attorneys  for  the  Conmiission  and  respondent  having  submitted 
briefs,  and  the  Commission  having  heard  oral  argument,  and  the 
Commission,  having  fully  considered  the  record  and  being  now 
fully  advised  in  the  premises,  makes  this  its  findings  as  to  the  facts 
and  conclusions : 

FINDINGS  AS  TO  THB  FACTS. 

Pabaoraph  1.  That  respondent,  Emil  Bloch,  is  a  sole  trader,  doing 
business  under  the  name  and  style  of  Emil  Bloch,  having  his  prin- 
cipal office  and  place  of  business  located  at  the  city  of  New  York, 
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in  the  State  of  New  York,  and  is  now  and  at  all  times  hereinafter 
mentioned,  has  been  engaged  in  the  business  of  selling  and  shipping 
sponges  from  the  city  of  New  York,  in  the  State  of  New  York,  Jbo 
purchasers  thereof  located  throughout  the  different  States  of  the 
United  States  and  the  District  of  Columbia,  in  direct  competition 
with  other  persons,  firms,  and  corporations  similarly  engaged. 

Pail  2.  That  in  the  conduct  of  his  business  respondent,  for  more 
than  two  years  prior  to  the  filing  of  the  complaint  herein,  had  been 
engaged  in  artificially  increasing  the  weight  of  sponges  by  a  process 
of  soaking  said  sponges  in  a  solution  of  a  substance  or  substances 
such  as  salt,  Epsom  salt,  glucose,  glycerine,  and  sugar ;  that  the  sub- 
stance or  substances  contained  in  said  solution  are  incorporated  into 
the  texture  of  said  sponges  and  remain  in  said  sponges  after  the  said 
sponges  are  dried ;  that  the  said  process  of  artificially  increasing  the 
weight  of  sponges  by  the  addition  of  a  substance  or  substances  as 
aforesaid  is  commonly  known  to  and  designated  by  sponge  packers 
as  ^  loading " ;  that  tiie  sponges  whose  weight  has  been  thus  arti- 
ficially increased  are  designated  and  referred  to  by  sponge  packers 
as  ^  loaded  "  sponges.  When  hereinafter  mentioned,  sponges  whose 
weight  has  been  thus  artificially  increased  are  referred  to  as  '*  loaded  " 
sponges,  and  the  process  by  which  the  weight  is  artifically  increased 
is  referred  to  as  "  loading." 

Pab.  8.  That  the  total  cost  of  '^  loading  "  1  pound  of  sponge,  in- 
cluding the  cost  of  ingredients  and  labor,  is  approximately  20  cents ; 
that  the  substance  or  substances  added  to  sponges  in  the  process  of 
*^  loading  "  do  not  add  in  any  way  to  the  usefulness  or  durability  of 
the  sponges  and  do  not  enable  them  better  to  serve  any  of  the  pur- 
poses for  which  sponges  are  employed;  that  the  sole  purpose  of 
^  loading  "  is  to  increase  the  weight  of  the  sponges  while  they  are  in 
the  channels  of  commerce  before  they  have  reached  the  ultimate  user ; 
that  when  said  sponges  are  put  into  use  the  substance  or  substances 
introduced  in  the  process  of  ^loading"  are  generally  washed  out 
and  lost. 

Par.  4.  That  in  the  conduct  of  his  business  respondent,  for  more 
than  two  years  prior  to  the  filing  of  the  complaint  herein,  had  been 
selling  and  shipping  by  weight  in  interstate  commerce  sponges 
^  loaded"  by  him  as  aforesaid  to  purchasers  thereof,  including  among 
others  retail  dealers  handling  sponges  and  large  consumers,  such  as 
garages,  painters,  decorators,  office  buildings,  and  manufacturing 
concerns;  that  respondent  in  selling  said  ^^  loaded  "  sponges  to  said 
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retail  dealers  and  said  consumers  did  not  disclose  or  make  known  to 
said  retail  dealers  or  to  said  consumers  that  said  sponges  were 
^'  loaded '';  that  said  retail  dealers  and  said  consumers  did  purchase 
and  pay  for  by  weight  said  ^^  loaded  "  sponges  as  and  for  sponges 
whose  weight  had  not  been  artificially  increased. 

Par.  5.  That  the  "  loading  "  of  sponges  and  the  sale  of  ^'  loaded  ^ 
sponges  by  respondent  as  aforesaid  is  a  fraudulent  and  deceptive 
practice  and  is  designed  and  calculated  to,  and  does,  defraud,  deceive, 
and  mislead  retaU  dealers  and  consumers ;  that  the  practice  of  '^  load- 
ing "  as  aforesaid  is  designed  and  calculated  to  and  does  enable  re- 
spondent to  sell  said  '^  loaded  "  sponges  on  a  false  and  fictitious  basis 
and  to  secure  business  on  a  false  and  fictitious  basis  to  the  injury 
of  competitors  of  said  respondent  who  do  not  sell  ^^  loaded  "  sponges 
and  to  the  injury  of  the  public. 

OONGLUSIONS. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods  of 
competition  in  interstate  commerce  and  constitute  a  violation  of  the 
act  of  Congress  approved  September  26,  1914,  entitled,  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commissicm  and  answer  of  the  re- 
spondent, the  testimony  and  evidence,  and  the  argument  of  counsel, 
and  the  Commission  having  made  its  findings  as  to  the  facts  with  its 
conclusions  that  the  respondent  has  violated  the  provisions  of  the 
act  of  Congress  approved  September  26,  1014,  entitled,  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes," 

It  is  now  ordered^  That  the  respondent,  Emil  Bloch,  a  sole  trader, 
doing  business  under  the  name  and  style  of  £mil  Bloch,  and  his 
agents,  servants,  and  employees,  and  each  and  every  one  of  them,  do 
cease  and  desist  from  directly  or  indirectly : 

1.  Increa^ng  the  weight  of  sponges  intended  for  sale  and  subse- 
quent shipment  in  interstate  commerce,  by  soaking  them  in  a  solu- 
tion of  salt,  Epsom  salts,  glycerine,  glucose,  or  sugar,  or  any  other 
substance  producing  the  like  effect. 

2.  Selling  for  shipment  in  interstate  commerce  or  shipping  in 
interstate  commerce  any  sponges  the  weight  of  which  has  been  in- 
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creased  by  soaking  them  in  a  solution  of  salt,  Epsom  salts,  glycerine, 
glucose,  or  sugar,  or  any  other  substance  producing  the  like  effect. 

It  is  further  ordered^  That  the  respondent,  Emil  Bloch,  a  sole 
trader,  doing  business  under  the  name  and  style  of  Emil  Bloch,  shall 
within  60  days  after  the  service  upon  him  of  a  copy  of  this  order, 
file  with  the  Federal  Trade  Commission  a  report  in  writing,  setting 
forth  in  detail  the  manner  and  form  in  whi<^  he  has  complied  with 
the  order  to  cease  and  desist  hereinbefore  set  forth. 

Commissioners  Murdock  and  Nugent  took  no  part  in  the  final  con- 
sideration or  decision  of  this  case. 
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V. 

ANDREW  BLUM,  A  SOLE  TRADER,  DOING  BUSINESS 
UNDER  THE  NAME  AND  STYLE  OF  R.  BLUM. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  5  OF 
AN  ACT  OF  CONGRESS  AFFROVED  SEPTEMBER  26,  1014. 

Docket  88S— February  4,  1921. 

Stulabus. 

Where  an  Individual  engaged  In  the  sale  by  weight  of  sponges  ''loaded*'  by 
the  addition  of  foreign  substances  which  did  not  Increase  their  nsefiilnesfl 
or  durability,  but  were  added  for  the  sole  purpose  of  Increasing  their  weight ; 
with  the  knowledge  and  expectation  that  the  same  would  be  resold  to 
retailers  and  large  consumers  without  disclosing  the  fact  that  their  wel^t 
had  been  artificially  Increased,  sold  such  "  loaded  '*  sponges  to  packers  and 
wholesalers  without  disclosing  the  amount  of  such  "loading,**  thereby 
enabling  such  packers  and  wholesalers  to  mislead  and  deceive  retailers 
and  consumers  who  unwittingly  bore,  in  whole  or  In  part,  the  cost  of  such 
**  loading  " ; 

With  the  effect  of  aiding  in  the  misleading  and  deception  of  retailers  and 
consumers,  of  enabling  It  and  its  packer  and  wholesale  purchasers  to 
secure  business  on  a  fidse  and  fictitious  basis,  and  of  forcing  competitors 
also  to  sell  "  loaded  "  sponses ;  to  the  Injury  of  competitors  who  did  not 
sell  "  loaded  **  sponges  and  to  the  Injury  of  the  public : 

Heldt  That  such  practices,  under  the  circumstances  set  forth,  constituted  unfair 
methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  II.  B.  Blaum,  hereinafter 
referred  to  as  respondent,  has  been  and  now  is  using  unfair  methods 
of  competition  in  interestate  commerce  in  violation  of  the  provi- 
sions of  section  5  of  an  act  of  Congress  approved  September  26, 
1914,  entitled  '^An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,"  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  in- 
terest of  the  public,  issues  this  complaint,  stating  its  charges  in  that 
respect  on  information  and  belief  as  follows  : 

Pabagraph  1.  That  the  respondent,  B.  B.  Blaum,  is  a  resident  of 
the  State  of  Massachusetts,  having  his  principal  office  and  place  of 
business  located  at  the  city  of  Boston,  State  of  Massachusetts.  That 
for  more  than  one  year  last  past  respondent  has  been  and  now  ia 
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engaged  in  purchasing  sponges  in  other  States  of  the  United  States 
and  foreign  countries  and  in  the  sale  and  shipment  of  said  sponges 
to  persons,  firms,  copartnerships,  and  corporations  in  other  States 
and  Territories  of  the  United  States  and  the  District  of  Columbia  in 
direct  competition  with  other  persons,  firms,  copartnerships,  and 
corporations  similarly  engaged. 

Pah.  2.  That  in  the  conduct  of  its  business  respondent  purchases 
sponges  in  the  State  of  Florida  and  other  States  of  the  United  States 
and  foreign  countries  and  causes  the  same  to  be  transported  through 
other  States  of  the  United  States  to  its  place  of  business  in  the  city 
of  Boston,  State  of  Massachusetts,  where  the  same  are  sold  and 
shipped  to  purchasers  and  dealers  in  different  States  and  Territories 
of  the  United  States  and  the  District  of  Columbia,  and  that  there  is 
continuously,  and  has  been  at  all  times  hereinafter  mentioned,  a  con- 
stant current  of  trade  and  commerce  in  said  sponges  between  and 
among  the  various  States  and  Territories  of  the  United  States  and 
more  particularly  from  the  State  of  Florida  and  foreign  countries 
to  and  through  Uie  city  of  Boston,  State  of  Massachusetts,  and  from 
there  to  and  through  other  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia. 

Pab.  3.  That  rtopondent  for  more  than  a  year  last  past  has  know- 
ingly and  deceptively  engaged  in  and  is  now  knowingly  and  decep- 
tively engaged  in  loading,  doping,  and  saturating  sponges  with 
foreign  matter,  such  as  glucose,  sand,  molasses,  Epsom  salts,  and 
lead,  and  knowingly  and  deceptively  caused  and  procured,  and  is  now 
knowingly  and  deceptively  causing  and  procuring,  others  to  so  load, 
dope,  or  saturate  sponges  with  the  aforesaid  foreign  matter,  with  the 
intent  and  purpose  of  selling  and  disposing  of  said  sponges  by  weight, 
per  pound  basis,  in  commerce  as  aforesaid,  thereby  deceptively  in- 
creasing and  falsifying  the  weight  of  said  sponges,  creating  a  fictitious 
price  therefor,  deceiving,  defrauding,  and  misleading  customers  and 
consumers  who  can  not  readily  differentiate  and  distinguish  between 
pure  unadulterated  sponges  and  sponges  doped,  loaded,  or  saturated 
with  foreign  matter,  as  aforesaid,  to  purchase  and  pay  for,  by  weight, 
per  potmd  basis,  such  loaded,  doped,  or  saturated  sponges  as,  and  for, 
pure  unadulterated  sponges ;  that  the  effect  and  result  of  the  aforesaid 
loading,  doping,  or  saturating  sponges  is  to  create  a  fictitious  price 
for  said  sponges  in  competition  with  competitors  who  purchase  and 
sell  pure  unadulterated  sponges,  thereby  causing  prejudice  and  in- 
jury to  competitors,  or  may  cause  prejudice  and  injury  to  com- 
petitors ;  and  other  effects ;  that  the  further  effect  of  loading,  doping, 
or  saturating  sponges  with  foreign  matter  as  aforesaid  is  to  impair 
the  durability,  quality,  and  purity  of  said  sponges. 
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Par.  4.  That  respondent  for  more  than  a  year  last  past  know- 
ingly and  deceptively  purchased  and  sold,  by  weight,  per  pound 
basis,  and  is  still  knowingly  and  deceptively  purchasing,  selling, 
and  disposing  of,  by  weight,  per  pound  basis,  in  commerce  as  afore- 
said, large  quantities  of  sponges,  loaded,  doped,  or  saturated  with 
foreign  matter  such  as  glucose,  sand,  molasses,  Epsom  salts,  and 
lead,  with  the  intent  and  purpose  of  deceptively  increasing  and 
falsifying  the  weight  of  said  sponges,  creating  a  fictitious  price 
therefor,  deceiving,  defrauding,  and  misleading  customers  and  con- 
sumers who  can  not  readily  differentiate  and  distinguish  between 
pure  unadulterated  sponges  and  sponges  loaded,  doped,  or  saturated 
with  foreign  matter,  as  aforesaid,  to  purchase  and  pay  for,  by  weight, 
per  pound  basis,  such  loaded,  doped,  or  saturated  sponges,  as,  and 
for,  pure  unadulterated  sponges;  that  the  effect  and  result  of  the 
afor^aid  purchase  and  sale  of  loaded,  doped,  or  saturated  sponges 
is  to  create  a  fictitious  price  for  said  sponges  in  competition  with 
competitors  who  purchase  and  sell  pure  unadulterated  sponges,  there- 
by causing  prejudice  and  injury  to  competitors,  or  may  cause  preju- 
dice and  injury  to  competitors;  and  other  effects;  that  the  further 
effect  of  purchasing  and  selling  sponges  loaded,  doped,  or  saturated 
with  foreign  matter,  in  commerce  as  aforesaid,  is  to  impair  the  dura- 
bility, quality,  and  purity  of  said  sponges. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress,  approved  Sep- 
tember 26,  1014,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  Andrew  Blum,  a  sole  trader,  doing 
business  under  the  name  and  style  of  R.  Blum,  charging  him  with  the 
use  of  unfair  methods  of  competition  in  commerce  in  violation  of  the 
provisions  of  said  act 

The  respondent  having  entered  his  appearance  and  filed  his  answer 
herein,  hearings  were  had  and  evidence  was  thereupon  introduced  in 
support  of  the  allegations  of  said  complaint  and  on  behalf  of  the 
respondent  before  an  examiner  of  the  Federal  Trade  Commission 
theretofore  duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
attorneys  for  the  Commission  and  respondent  having  submitted 
briefs,  and  the  Commission  having  heard  oral  argument,  and  the 
Commission,  having  fully  considered  the  record  and  being  now 
fully  advised  in  the  premises,  makes  this  its  findings  as  to  the  t^^ 
and  conclusions: 
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VIKDIK08  AS  TO  THE  FACTS. 

Pa^aobafh  1.  That  respondent,  Andrew  Blum,  is  a  sole  trader, 
doing  business  under  the  name  and  style  of  B.  Blum,  having  his 
principal  office  and  place  of  business  located  at  the  city  of  Boston, 
in  the  State  of  Massachusetts,  and  is  now  and  at  all  times  hereinafter 
mentioned  has  been  engaged  in  the  business  of  selling  and  shipping 
sponges  from  the  city  of  Boston,  in  the  State  of  Massachusetts,  to 
purchasers  thereof  located  throughout  the  different  States  of  the 
United  States  and  the  District  of  Columbia,  in  direct  competition 
with  other  persons,  firms,  and  corporations  similarly  engaged. 

Pab.  2,  That  in  the  conduct  of  his  business  respondent,  for  more 
than  two  years  prior  to  the  filing  of  the  complaint  herein,  had  been 
engaged  in  purchasing  from  sponge  packers  located  at  the  city  of 
New  York,  in  the  State  of  New  York,  and  the  city  of  Tarpon  Springs, 
in  the  State  of  Florida,  sponges  whose  weight  had  l)een  artificially 
increased  by  said  sponge  packers  by  a  process  of  soaking  said  sponges 
in  a  solution  of  a  substance  or  substances  such  as  salt,  Epsom  salts, 
glucose,  glycerine,  and  sugar;  that  the  substance  or  substances  con- 
tained in  said  solution  were  incorporated  into  the  texture  of  said 
sponges  and  remained  in  said  sponges  after  said  sponges  were  dried ; 
fchat  the  said  process  of  artificially  increasing  the  weight  of  sponges 
by  the  addition  of  a  substance  or  substances,  as  aforesaid,  is  com- 
monly designated  and  referred  to  by  sponge  packers  as  '^  loading  " ; 
ibat  the  sponges  whose  weight  has  been  thus  artificially  increased 
are  designated  and  referred  to  by  sponge  packers  as  ^4oaded'* 
sponges.  When  hereinafter  mentioned,  sponges  whose  weight  has 
been  thus  artificially  increased  are  referred  to  as  ^^  loaded  "  sponges, 
and  the  process  by  whieh  the  weight  has  been  artificially  increased 
is  referred  to  as  "  loading." 

Pab.  8.  That  the  total  cost  of  ^  loading "  1  pound  of  sponge,  in- 
cluding the  cost  of  ingredients  and  labor,  is  approximately  20  cents; 
that  the  substance  or  substances  added  to  sponges  in  the  process  of 
^  loading  "  do  not  add  in  any  way  to  the  usefulness  or  durability  of 
the  sponges  and  do  not  enable  them  better  to  serve  any  of  the  pur- 
poses for  which  sponges  are  employed;  that  the  sole  purpose  of 
^  loading  "  is  to  increase  the  weight  of  the  sponges  while  they  are  in, 
the  channels  of  commerce  before  iixey  have  reached  the  ultimate 
iiser;  that  when  said  sponges  are  put  into  use  the  substance  or  sub* 
stances  introduced  in  the  process  of  ^  loading  "  are  generally  washed 
out  and  lost 

Pab.  4.  That  in  the  conduct  of  his  business  respondent,  for  more 
than  two  years  prior  to  the  filing  of  the  complaint  herein,  had  been 
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selling  and  shipping  by  weight  in  interstate  commerce  the  "  loaded  " 
sponges  purchased  by  him  as  aforesaid  to  purchasers  thereof,  in- 
cluding, among  others,  wholesale  dealers  handling  sponges ;  that  re- 
spondent in  selling  said  '^  loaded  "  sponges  to  said  wholesale  dealers 
did  not  disclose  or  make  known  to  said  wholesale  dealers  the  amount 
of  matter  artificially  added  to  said  sponges;  that  said  wholesale 
dealers  did  not  know  the  amount  of  matter  artificially  added  to  said 
sponges;  that  the  ^'loading"  of  said  sponges  was  paid  for  by  said 
wholesale  dealers. 

Par.  5.  That  said  wholesale  dealers  who  purchased  said  ^^  loaded  " 
sponges  from  respondent  in  turn  resold  said  ^loaded"  sponges  by 
weight  to  purchasers  thereof,  including,  among  others,  retail  dealers, 
such  as  dealers  in  the  drug,  hardware,  and  paint  and  oil  lines,  and 
large  consumers  of  sponges,  sych  as  gtirages,  painters,  decorators, 
office  buildings,  and  manufacturing  concerns;  that  said  wholesale 
dealers  did  not  disclose  or  make  known  to  said  retail  dealers  or  to 
said  consumers  that  said  sponges  were  '^loaded";  that  said  retaO 
dealers  and  said  consumers  did  purchase  and  pay  for  by  weight  said 
^loaded"  sponges  as  and  for  sponges  whose  weight  had  not  been 
artificially  increased  by  ^^ loading **  as  aforesaid;  that  respondent 
sold  said  ^^  loaded  "  sponges  to  said  wholesale  dealers  with  the  knowl- 
edge and  expectation  that  said  *4oaded''  sponges  would  be  resold 
by  said  wholesale  dealers  to  said  retail  dealers  and  said  consumers 
in  a  manner  calculated  to  deceive  and  mislead  and  actually  deceiving 
and  misleading  said  retail  dealers  and  said  consumers;  that  the  cost 
of  the  substance  or  substances  added  to  said  sponges  by  the  process 
of  ^  loading,"  and  of  the  labor  by  which  said  substance  or  sutetances 
were  introduced  into  said  sponges,  was  ultimately  borne,  in  whole 
or  in  part,  by  said  retail  dealers  and  said  consumers,  without  their 
knowledge. 

Par.  6.  That  the  sale  of  ^  loaded  "  sponges  by  respondent,  as  afore- 
said, is  a  fraudulent  and  deceptive  practice  and  results  in  injury 
to  the  public ;  that  it  enables  said  wholesale  dealers  who  purchase 
said  ^loaded"  sponges  to  resell  said  sponges  as  and  for  sponges 
whose  weight  has  not  been  artificially  increased  and  in  the  natural 
course  of  business  causes  such  result;  that  the  practice  of  "load- 
ing," as  aforesaid,  is  calculated  to  and  does  enable  respondent  and 
said  wholesale  dealers  who  resell  said  *'  loaded  "  sponges  to  secure 
business  on  a  false  and  fictitious  basis  to  the  injuiy  of  competitors 
of  said  respondent  and  to  the  injury  of  competitors  of  said  wholesale 
dealers  who  do  not  sell  "  loaded  "  sponges  and  to  the  injury  of  the 
public. 
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Par.  7.  That  the  sale  of  "loaded"  sponges  by  respondent,  as 
aforesaid,  has  the  tendency  and  capacity  to,  and  does,  force  com- 
petitors of  respondent  also  to  sell  "  loaded  ^  sponges,  to  the  injury 
of  competitors  who  do  not  sell  "  loaded  "  sponges  and  to  the  injury 
of  the  public. 

CONCLUSIONS. 

The  practices  of  the  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
an  act  of  Congress,  approved  September  26,  1914,  entitled,  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

ORDES  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission  and  answer  of  the 
respondent,  the  testimony  and  evidence,  and  the  argument  of  counsel, 
and  the  Commission  having  made  its  findings  as  to  the  facts  with  its 
conclusions  that  the  respondent  has  violated  the  provisions  of  the 
act  of  Congress,  approved  September  26,  1914,  entitled  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes," 

It  18  now  ordered^  That  the  respondent,  Andrew  Blum,  a  sole 
trader,  doing  business  under  the  name  and  style  of  B.  Blum,  and  his 
agents,  servants  and  employees,  and  each  and  every  one  of  them,  do 
cease  and  desist  from  directly  or  indirectly : 

1.  Increasing  the  weight  of  sponges  intended  for  sale  and  sub- 
sequent shipment  in  interstate  commerce,  by  soaking  them  in  a  solu- 
tion of  salt,  Epsom  salts,  glycerine,  glucose,  or  sugar  or  any  other 
substance  producing  the  like  effect. 

2.  Selling  for  shipment  in  interstate  commerce,  or  shipping  in 
interstate  commerce,  any  sponges  the  weight  of  which  has  been  in- 
creased by  soaking  them  in  a  solution  of  salt,  Epsom  salts,  glycerine, 
glucose,  or  sugar,  or  any  other  substance  producing  the  like  effect. 

It  is  furtlier  ordered^  That  the  respondent,  Andrew  Blum,  a  sole 
trader  doing  business  under  the  name  and  style  of  B.  Blum,  shall 
within  60  days  after  the  service  upon  him  of  .a  copy  of  this  order, 
file  with  the  Federal  Trade  Commission  a  report  in  writing,  setting 
forth  in  detail  the  manner  and  form  in  which  he  has  complied  with 
the  order  to  cease  and  desist,  hereinbefore  set  forth. 

Commissioners  Murdock  and  Nugent  took  no  part  in  the  final 
consideration  or  decision  of  this  case. 
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retail  dealers  and  said  consumers  did  not  disclose  or  make  known  to 
said  retail  dealers  or  to  said  consumers  that  said  sponges  were 
^^  loaded  " ;  that  said  retail  dealers  and  said  consumers  did  purchase 
and  pay  for  by  weight  said  ^'  loaded  "  sponges  as  and  for  sponges 
whose  weight  had  not  been  artificially  increased. 

Par.  5.  That  the  "  loading  "  of  sponges  and  the  sale  of  ^'  loaded  ^ 
sponges  by  respondent  as  aforesaid  is  a  fraudulent  and  deceptive 
practice  and  is  designed  and  calculated  to,  and  does,  defraud,  deceive, 
and  mislead  retail  dealers  and  consumers ;  that  the  practice  of  ^^  load* 
ing  "  as  aforesaid  is  designed  and  calculated  to  and  does  enable  re* 
spondent  to  sell  said  ''  loaded ''  sponges  on  a  false  and  fictitious  basis 
and  to  secure  business  on  a  false  and  fictitious  basis  to  the  injury 
of  competitors  of  said  respondent  who  do  not  sell  ^  loaded  "  sponges 
and  to  the  injury  of  the  public. 

CONCLUSIONS. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
ciunstances  described  in  the  foregoing  findings,  are  unfair  methods  of 
competition  in  interstate  commerce  and  constitute  a  violation  of  the 
act  of  Congress  approved  September  26,  1914,  entitled,  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission  and  answer  of  the  re« 
spondent,  the  testimony  and  evidence,  and  the  argument  of  counsel, 
and  the  Commission  having  made  its  findings  as  to  the  facts  with  its 
conclusions  that  the  respondent  has  violated  the  provisions  of  the 
act  of  Congress  approved  September  26,  1914,  entitled,  "An  act  to 
create  a  Federal  Trade  Commi^ion,  to  define  its  powers  and  duties, 
and  for  other  purposes," 

It  is  now  ordered^  That  the  respondent,  Emil  Bloch,  a  sole  trader, 
doing  business  under  the  name  and  style  of  Emil  Bloch,  and  his 
agents,  servants,  and  employees,  and  ea«h  and  every  <Hie  of  them,  do 
cease  and  desist  from  directly  or  indirectly : 

1.  Increadng  the  weight  of  sponges  intended  for  sale  and  subse- 
quent shipment  in  interstate  commerce,  by  soaking  them  in  a  solu- 
tion of  salt,  Epsom  salts,  glycerine,  glucose,  or  sugar,  or  any  other 
substance  producing  the  like  effect. 

2.  Selling  for  shipment  in  interstate  commerce  or  shipping  in 
interstate  commerce  any  sponges  the  weight  of  which  has  been  in- 


UKITBD  BBNDSBINQ  GO.  £T  AL.  285 

284  Complaint 

Shoemaker  A  Co.  (Inc.)  is  a  corporation  organized,  existing,  and 
doing  business  under  and  by  rirtue  of  the  laws  of  the  State  of  Penn- 
qrlvania,  with  its  principal  office  and  factory  located  at  the  city  of 
Philadelphia,  in  said  State,  and  the  respondent  Winfield  S.  Allen  is 
the  vice  president  and  general  manager  of  said  company;  that  the 
Berg  Co.  is  a  corporation  organized,  existing,  and  doing  business 
under  and  by  virtue  of  the  laws  of  the  State  of  Pennsylvania,  with 
its  principal  office  and  factory  located  at  the  city  of  Philadelphia, 
and  the  respondent  Natiian  Berg  is  an  officer  and  stockholder  of  said 
company ;  that  the  respondent  the  D.  B.  Martin  Co.  is  a  corporation 
organized,  existing,  and  doing  business  under  and  by  virtue  of  the 
laws  of  the  State  of  Delaware,  with  its  pri^icipal  office  and  factory 
at  the  city  of  Philadelphia,  in  the  State  of  Pennsylvania,  and  the 
respondent  F.  W.  English  is  secretary  of  the  said  company ;  that  the 
respondent  Consolidated  Dressed  Beef  Co.  is  a  corporation  organ- 
ized, existing,  and  doing  business  under  and  by  virtue  of  the  laws 
of  the  State  of  Pennsylvania,  with  its  principal  office  and  factory 
at  the  city  of  Philadelphia,  and  the  respondent  Christopher  Offen- 
hauser  is  a  director  and  stockholder  in  said  corporation;  that  the 
respondent  Baugh  &  Sons  Co.  is  a  corporation  organized,  existing, 
and  doing  business  under  and  by  virtue  of  the  laws  of  the  State  of 
Pennsylvania,  with  its  principal  office  and  factory  at  the  city  of 
Philadelphia;  that  the  respondent  the  D.  B.  Martin  Co.  is  a  stock- 
holder in  the  respondent  the  United  Bendering  Co.,  and  the  respond- 
ents Winfield  S.  Allen,  Nathan  Berg,  F.  W.  English,  and  Christopher 
Offenhauser  are  each  and  all  of  them  stockholders  and  officers  of  the 
respondent  th^  United  Bendering  Co.;  that  the  respondent  corpora- 
tions are  now  and  for  more  than  one  year  last  have  been  engaged 
in  the  business  of  refining  animal  fats  and  selling  their  products 
throughout  the  States  of  the  United  States  and  the  Territories 
thereof  in  direct  competition  with  other  persons,  firms,  copartner- 
ships, and  corporations  similarly  engaged. 

Par.  2.  That  in  the  conduct  of  their  business  the  respondent 
corporations  purchase  large  amounts  of  raw  materials  in  different 
States  of  the  United  States  and  cause  the  same  to  be  transported 
through  other  States  to  their  refineries,  where  they  are  made  or  manu- 
factured into  the  finished  product  and  then  sold  and  shipped  to  pur- 
chasers in  various  States  and  Territories  of  the  United  States  and  the 
District  of  Colmnbia ;  that  after  such  products  are  so  manufactured 
they  are  continuously  moved  to,  from,  and  among  other  States  of  the 
United  States,  and  there  is  continuously,  and  has  been  at  all  times 
hereinafter  mentioned,  a  constant  current  of  trade  in  commerce  in  said 
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products  between  and  among  the  various  States  of  the  United  States, 
and  especially  to  and  through  the  cities  of  Philadelphia,  State  of 
Pennsylvania,  and  Trenton,  State  of  New  Jersey,  and  therefrom  to 
and  through  other  States  and  Territories  of  the  United  States. 

Pas.  3.  That  the  respondents,  while  conducting  their  .business  gen- 
erally at  a  profit,  are  now,  and  for  more  than  one  year  last  past  have 
been,  wrongfully  and  unlawfully  engaged  in  a  combination  of  con- 
spiracy among  themselves  entered  into,  carried  out,  and  continued 
with  the  intent,  purpose,  and  effect  of  discouraging,  stifling,  and  sup- 
pressing competition  in  the  business  of  refining  animal  fats  and  the 
sale  of  their  other  products  in  interstate  commerce  by  purchasing  and 
offering  to  purchase  raw  materials  necessary  in  the  manufacture  of 
their  products  in  certain,  local  areas,  to  wit,  in  and  about  the  city  of 
Philadelphia,  State  of  Pennsylvania,  and  the  city  of  Trenton,  State 
of  New  Jersey,  at  and  for  prices  unwarranted  by  trade  conditions, 
and  so  high  as  to  be  prohibitive  to  small  competitors  in  such  areas ; 
that  such  prices  were  calculated  and  designed  to  and  did  punish  cer- 
tain competitors  in  such  areas  who  refused  to  become  a  party  to  a 
working  arrangement  offered  by  respondents  to  such  competitors 
whereby  competition  in  bidding  for  such  raw  materials  was  to  be 
eliminated  in  and  about  the  said  city  of  Philadelphia. 

Par.  4.  That  the  respondent  M.  L.  Shoemaker  A  Co.  (Inc.), 
through  and  by  their  agents,  servants,  and  employees,  for  more  than 
one  year  last  past  have  interfered  with  the  business  of  certain  of  their 
competitors  by  causing  certain  of  said  respondent's  automobiles  to 
follow  the  trucks  of  certain  of  its  competitors  for  the  purpose  of  spy- 
ing upon  the  business  and  customers  of  said  competitors ;  that  such 
spying  upon  the  business  and  customers  of  said  competitors  was 
calculated  and  designed  to  and  did,  hinder,  delay,  and  embarrass 
said  competitors  in  the  conduct  of  their  business. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26, 1914,  the  Federal  Trade  Commission  issued  and  served  its 
complaint  upon  the  respondents.  United  Rendering  Co.,  M.  L.  Shoe- 
maker &  Co.  (Inc.),  the  Berg  Co.,  the  D.  B.  Martin  Co.,  Consoli- 
dated Dressed  Beef  Co.,  Baugh  A  Sons  Co.,  Winfield  S.  Allen,  Nathan 
Berg,  F.  W.  English,  and  Christopher  Offenhauser,  charging  them, 
and  each  of  them,  with  the  use  of  unfair  methods  of  competition  in 
commerce  in  violation  of  the  provisions  of  said  act.  The  respond- 
ents having  entered  their  appearance  by  their  respective  attorneys 
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and  having  filed  their  answers  herein  (except  that  the  United  Ben- 
dering  Co.,  respondent,  did  no(  file  an  answer,  but  entered  its  ap- 
pearance), hearings  were  had  and  evidence  was  thereupon  intro- 
duced in  support  oi  the  allegations  of  said  complaint  before  Everett 
11  Hawley,  an  examiner  of  the  Federal  Trade  Commission  thereto- 
fore duly  appointed,  all  of  the  respondents  having  waived  the  intro- 
duction of  evidence  in  denial  of  the  charges  in  said  complaint. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  heard  argument  of  counsel,  and  having  duly 
considered  tiie  record  and  being  now  fully  advised  in  the  premises, 
makes  this  its  findings  as  to  the  facts  and  conclusions. 

FINniNGS  AS  TO  THE  FACrS. 

Pasaqraph  1.  That  the  respondent  M.  L.  Shoemaker  &  Co.  (Inc.) 
is  a  corporation  organized  under  the  laws  of  the  State  of  Pennsyl- 
vania, with  its  principal  office  and  factory  located  in  the  city  of 
Philadelphia,  and  the  respondent  Winfield  S.  Allen  is  the  vice  presi- 
dent and  general  manager  of  said  company.  That  the  respondent 
the  Berg  Co.  is  a  Pennsylvania  corporation,  with  its  principal  office 
and  factory  located  in  the  city  of  Philadelphia,  and  the  respondent 
Nathan  Berg  is  an  officer  and  stockholder  in  said  company.  That 
the  respondent  the  D.  B.  Martin  Co.  is  a  Delaware  corporation,  with 
its  principal  office  and  factory  located  in  the  city  of  Philadelphia, 
and  the  respondent  F.  W.  English  is  the  secretary  of  said  company. 
That  the  respondent  Consolidated  Dressed  Beef  Co.  is  a  Pennsylvania 
corporation,  with  its  principal  office  and  factory  located  in  the  city 
of  Philadelphia,  owning  three- fourths  of  the  capital  stock  of  a  cor- 
poration known  as  the  Philadelphia  Animal  Products  Co.,  which  last- 
named  company  conducts  a  rendering  business  in  the  city  of  Phila- 
delphia and  purchases  raw  materials  for  such  business  in  ^e  name  of 
the  respondent  Consolidated  Dressed  Beef  Co.,  and  that  the  respond- 
ent Christopher  Offenhauser  is  an  officer  of  the  Consolidated  Dressed 
Beef  Co.  and  is  manager  of  the  said  the  Philadelphia  Animal  Prod- 
ucts Co.  and  owns  one-fourth  of  the  capital  stock  of  the  said  the 
Philadelphia  Animal  Products  Co.  That  the  respondent  Baugh  & 
Sons  Co.  is  a  Pennsylvania  corporation,  with  its  principal  office  and 
factory  located  in  the  city  of  Philadelphia.  That  all  of  the  afore- 
mentioned respondent  corporations  are  now  and  have  been  for  more 
than  one  year  last  past  engaged  in  the  business  of  refining  animal  fats 
and  selling  their  products  tliroughout  the  States  of  the  United 
States  in  competition  with  other  persons,  firms,  copartnerships,  and 
corporations  similarly  engaged,  and  that  in  the  conduct  of  their 
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business  the  aforementioned  corporations  purdiase  large  amounts  of 
raw  materials  in  different  States  of  jthe  United  States  and  cause  the 
same  to  be  transported  to  their  refineries  where  they  are  made  or 
manufactured  into  the  finished  product  and  then  sold  and  shipped 
to  purchasers  in  various  States  of  the  United  States,  and  that  after 
such  products  are  so  manufactured  they  are  continuously  moved  to 
and  from  and  among  other  States  of  the  United  States  and  there  is 
continuously  and  has  been  at  all  times  mentioned  in  the  complaint 
(excepting  as  to  M.  L.  Shoemaker  A  Co.  (Inc.).  which  was  not  incor- 
porated until  March  27,  1917,  from  which  time  it  has  purchased  raw 
materials  in  different  States  of  the  United  States  and  caused  the 
same  to  be  transported  to  its  refinery  where  they  are  made  or  manu- 
factured into  the  finished  product  and  then  sold  and  shipped  to  pur- 
chasers in  various  States  of  the  United  States)  a  constant  current  of 
trade  in  commerce  in  said  products  between  and  among  the  various 
States  of  the  United  States  and  especially  to  and  through  the  city 
of  Philadelphia,  State  of  Pennsylvania,  and  the  city  of  Trenton, 
State  of  New  Jersey,  and  therefrom  to  and  through  other  States  and 
Territories  of  the  United  States. 

Par.  2.  That  for  a  number  of  years  prior  to  September,  1915,  all 
of  the  individuals,  respondents,  named  in  the  foregoing  paragraph, 
together  with  representatives  of  respondent  Baugh  &  Sons  Co.,  had 
been  holding  and  attending  meetings  in  the  city  of  Philadelphia  for 
the  purpose  of  fixing  and  maintaining  prices  to  be  paid  butchers  in 
the  city  of  Philadelphia  and  the  surrounding  territory  for  their 
fats,  bones,  suet,  and  similar  materials,  and  for  the  purpose  also  of 
agreeing  upon  divisions  of  territory  in  which  there  would  be  no 
competition  in  the  purchase  of  raw  materials.  That  for  the  purpose 
of  carrying  out  agreements  made  at  these  meetings  the  corporation 
respondents  mentioned  in  the  foregoing  paragraph  (excepting  M.  L. 
Shoemaker  &  Co.  (Inc.),  which  did  not  become  a  corporation  until 
Mar.  27,  1917),  and  M.  L.  Shoemaker  A  Co.  (Ltd.),  of  which  the 
respondent,  Winfield  S.  Allen,  was  an  oflScer  and  which  was  dis- 
solved December  15, 1916,  refused  to  take  customers  from  each  other 
and  paid  practically  the  same  prices  for  th^  various  materials  pur- 
chased, and  that  they  purchased  only  in  certain  agreed  territories, 
the  effect  of  all  of  which  was  to  keep  down  the  price  of  raw 
materials. 

Par.  a.  That  the  Brown  Co.  was  a  corporation  organized  under 
the  laws  of  New  Jersey  in  1912,  with  its  principal  factory  and  place 
of  business  located  at  Trenton,  N.  J.  It  commenced  business  in 
1912  with  a  paid-in  ca^pital  stock  of  $25,000,  and  its  president  was 
David  G.  Weil,  of  the  firm  of  Stemf  eld  &  Well,  hide  dealers  in  I%ila- 
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delphia,  Pa.,  carrying  on  its  business  of  rendering  fats,  bones,  suet, 
and  kindred  materials  at  its  factory  in  Trenton,  N.  J.,  securing 
its  raw  materials  from  which  it  rendered  its  finished  products  from 
butcher  shops  located  in  the  city  of  Trenton,  aforesaid,  and  in  the 
surrounding  territory  in  New  Jersey.  After  its  raw  materials  were 
manufactured  into  the  finished  products,  such  products  were  sold 
and  shipped  to  purchasers  in  various  States  of  the  United  States 
and  were  sold  in  competition  with  other  persons,  firms,  copartner- 
ships, and  corporations  similarly  engaged.  In  September,  1915,  it 
was  decided  by  the  officers  of  the  Brown  Co.  to  increase  the  volume 
of  its  raw  materials  by  sending  a  wagon  into  Philadelphia,  Pa.,  for 
the  purpose  of  purchasing  from  butcher  shops  in  that  city  fats,  bones, 
and  suet  and  kindred  materials,  which  were  to  be  transported  from 
Philadelphia,  Pa.,  to  the  factory  of  the  Brown  Co.  at  Trenton,  N.  J., 
to  be  rendered  into  finished  products.  This  was  done,  and  during 
the  month  of  September,  1915,  the  Brown  Co.  acquired  70  customers 
in  Philadelphia,  Pa.,  from  whom  it  purchased  raw  materials  which 
it  transported  from  Philadelphia,  Pa.,  to  its  factory  in  Trenton, 
N.  J.,  where  those  materials  were  rendered  into  the  finished  products. 

Pab.  4.  That  when  the  Brown  Co.  first  sent  its  wagon  into  Phila- 
delphia the  individuals,  respondents,  held  a  meeting  and  decided  to 
unite  their  efforts  and  the  efforts  of  the  rendering  companies  th^ 
were  respectively  identified  with  against  the  Brown  Co.  to  compel 
it  to  cease  buying  raw  materials  in  the  city  of  Philadelphia.  This 
meeting  was  attended  by  a  representative  of  Baugh  &  Sons  Co. 
Efforts  were  made  to  induce  the  Brown  Co.  to  withdraw  from  the 
Philadelphia  field.  F.  W.  English,  in  behalf  of  the  persons  who 
attended  the  above-mentioned  meeting,  and  in  behalf  of  the  firms 
represented  at  that  meeting,  asked  David  G.  Weil,  president  of  the 
Brown  Co.,  to  withdraw  the  wagon  of  the  Brown  Co.  from  Phila- 
delphia and  cease  collecting  raw  materials  in  the  city  of  Philadelphia. 
When  Weil  would  not  accede  to  that  request,  English  said  that  the 
Brown  Co.  would  be  compelled  to  cease  buying  raw  materials  in 
Philadelphia  because  the  corporations  for  which  he  was  spokesman 
would  compete  with  the  Brown  Co.  by  way  of  purchasing  raw  mate- 
rials in  Trenton,  N.  J.,  whereby  the  Brown  Co.  would  be  compelled 
to  withdraw  from  Philadelphia. 

Pab.  5.  That  the  respondent,  the  United  Rendering  Co.,  was  then 
organized,  its  charter  being  dated  October  8,  1915.  The  amount  of 
paid-in  capital  stock  was  $10,000,  which  was  paid  as  follows :  M.  L. 
Shoemaker  &  Co.  (Ltd.)  paid  $2,500,  for  which  two  stock  certificates, 
one  for  20  and  the  other  for  5  shares  of  the  par  value  of  $100  each, 
were  issued  to  Winfield  S.  Allen,  respondent ;  the  D.  B.  Martin  Co., 

74636*~22 ^19 


290  FEDERAL  TRADE  COMMISSIOK  DECISIONS. 

Findings.  8  F.  T.  C. 

respondent,  paid  $2,500,  for  which  two  stock  certificates,  one  for  20 
and  the  other  for  5  shares  of  the  par  value  of  $100  each,  were  issued 
to  F.  W.  English,  respondent;  the  Berg  Co.,  respondent,  paid  $2,500, 
for  which  two  stock  certificates,  one  for  20  and  the  other  for  5  shares 
of  the  par  value  of  $100  each,  were  issued  to  Nathan  Berg,  re- 
spondent; the  Consolidated  Dressed  Beef  Co.,  respondent,  paid 
$2,500,  for  which  two  stock  certificates,  one  for  20  and  the  other  for 
5  shares  of  the  par  value  of  $100  each,  were  issued  to  Christopher 
Offenhauser,  respondent.  While  Baugh  &  Sons  Co.  did  not  con- 
tribute to  the  paid-in  capital  stock  of  the  United  Rendering  Co.,  it 
agreed  that  it  would  pay  one-fifth  of  the  loss  of  the  United  Rendering 
Co.  up  to  an  amount  equal  to  one-fifth  of  the  paid-in  capital  stock 
of  $10,000  of  the  United  Rendering  Co.,  respondent.  That  the  said 
persons,  respondents,  in  whose  names  certificates  for  shares  of  stock 
in  the  United  Rendering  Co.,  respondent,  were  issued  were  the  offi- 
cers of  the  United  Rendering  Co.,  respondent,  and  continued  to  be 
officers  of  that  company  until  June  4, 1918. 

Par.  6.  That  Winfield  S.  Allen,  respondent,  president  of  the 
United  Rendering  Co.,  respondent,  called  on  Randolph  H.  Miller,  a 
stockholder  and  director  of  the  Brown  Co.,  who  lived  at  Asbury  Park, 
N.  J.,  and  tried  to  induce  the  said  Miller  to  use  his  influence  to  have 
the  Brown  Co.  withdraw  from  Philadelphia.  Allen  told  Miller  that 
he,  Allen,  was  not  making  any  threats,  but  that  the  Brown  Co. 
would  not  make  any  money  in  Philadelphia.  On  this  occasion  Allen 
requested  the  assistance  of  Miller  to  obtain  for  him,  Allen,  the  con- 
trol of  the  Brown  Co.'s  capital  stock,  which  request  was  refused. 
This  visit  of  Allen's  to  Miller  took  place  at  about  the  time  of  the 
organization  of  the  United  Rendering  Co. 

Par.  7.  That  on  November  1,  1915,  the  United  Rendering  Co. 
began  purchasing  raw  materials  in  the  city  of  Trenton,  N.  J.,  under 
the  supervision  of  one  Milton  Wylie  Brown,  a  former  employee  of 
the  Brown  Co.,  and  who  by  reason  of  having  been  a  former  em- 
ployee of  that  company,  was  acquainted  with  the  Brown  Co.'s  cus- 
tomers. In  purchasing  these  raw  materials  the  United  Rendering 
Co.,  through  Milton  Wylie  Brown,  paid  prices  which  were  higher 
than  the  Brown  Co.  was  paying,  unwarranted  by  trade  conditions, 
and  prohibitive  to  competitors.  By  paying  such  prohibitive  and  un- 
warranted prices  during  the  month  of  November,  1915,  the  United 
Rendering  Co.  secured  32  customers  who  had  immediately  pre- 
viously sold  their  raw  materials  to  the  Brown  Co.  From  December 
1,  1915,  to  April  1,  1916,  11  other  customers  of  the  Brown  Co.  were 
taken  by  the  United  Rendering  Co.    As  a  direct  result  of  the  loss 
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of  customers  (by  reason  of  which  the  amount  of  tonnage  of  the 
Brown  Co.  was  decreased),  and  because  of  the  high  prices  which  it 
was  compelled  to  pay  to  the  customers  it  kept,  the  Brown  Co.  sus- 
tained a  financial  loss,  which  loss  finally  forced  it  to  sell  out  to  one 
Edward  T.  Murphy  in  December,  1916.  The  raw  materials  collected 
by  the  United  Rendering  Co.  were  not  rendered  at  Trenton,  but 
were  shipped  to  Philadelphia  by  boat,  railroad,  or  truck,  and  there 
refined  into  the  finished  products  by  the  Consolidated  Dressed  Beef 
Co.,  the  Berg  Co.,  the  D.  B.  Martin  Co.,  and  M.  L.  Shoemaker  & 
Co.  (Ltd.).  For  a  short  time  after  the  United  Kendering  Co.  com- 
menced business,  the  corporations  last  above  mentioned  in  turn  ren- 
dered the  raw  materials  collected  by  the  United  Rendering  Co.,  but 
later  the  said  raw  materials  were  sold  to  the  highest  bidder  among 
the  Berg  Co.,  Consolidated  Dressed  Beef  Co.,  the  D.  B.  Martin  Co., 
and  M.  L.  Shoemaker  &  Co.  (Ltd.).  The  bids  were  made  at  meet- 
ings of  the  board  of  directors  of  the  United  Rendering  Co.  held  in 
the  Bellevue-Stratford  Hotel,  Philadelphia,  and  attended  by  a  rep- 
resentative of  Baugh  &  Sons  Co.  The  prices  bid  and  paid  by  the 
respondents  for  the  materials  collected  by  the  United  Rendering 
Co.  were,  from  November,  1916,  to  November,  1916,  in  excess  of  the 
prices  the  respondents  were  paying  for  similar  materials  in  the  city 
of  Philadelphia. 

Par.  8.  That  the  purpose  of  the  respondents  in  organizing  the 
United  Rendering  Co.  and  in  paying  through  it  prohibitive  prices 
for  raw  materials  in  Trenton,  N.  J.,  was  to  punish  the  Brown  Co. 
for  continuing  the  purchase  of  raw  materials  in  Philadelphia. 

Par.  9.  That  in  April,  1916,  the  United  Rendering  Co.  purchased 
the  fat  route  of  one  Levy,  who  had  been  purchasing  raw  materials 
in  the  city  of  Asbury  Park,  N.  J.,  in  competition  with  the  Flavell 
Co.,  of  which  Randolph  H.  Miller,  a  stockholder  and  director  of 
the  Brown  Co.,  was  a  stockholder  and  officer.  The  United  Render- 
ing Co.  thereupon  purchased  raw  materials  in  Asbury  Park  at  prices 
unwarranted  by  trade  conditions,  and  as  a  result  the  Flavell  Co. 
lost  to  the  United  Rendering  Co.  a  number  of  customers,  and  as  a 
further  result  the  Flavell  Co.  did  not  make  any  profit  from  the 
business  it  conducted.  That  the  purpose  of  the  United  Rendering 
Co.  in  going  to  Asbury  Park  was  to  compel  the  Brown  Co.  to  cease 
buying  raw  materials  in  Philadelphia.  That  in  September,  1916, 
after  Randolph  H.  Miller  had  sold  his  interest  in  the  Brown  Co., 
the  Flavell  Co.,  of  which  he  was  then  President,  paid  the  United 
Rendering  Co.  $5,000,  for  which  the  United  Rendering  Co.  agreed 
to  cease  buying  raw  materials  in  the  territoiy  covered  by  the  Flavell 
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Ca  That  the  only  physical  asaeta  received  by  the  FUvell  Ck>.  in  the 
above-mentioned  transaction  were  a  horse  and  wagon. 

Par.  10.  That  the  Brown  Co.  was  dissolved  and  its  busineaB  con- 
tinued by  a  new  corporation  organized  December  1, 1916,  and  known 
as  the  Brown  Co.  (Inc.).  The  chief  stockholder  of  the  Brown  Co. 
(Inc.),  was  Edward  T.  Murphy.  That  in  December,  1916,  the  re- 
spondents (excepting  M.  L.  Shoemaker  &  Co.  (Inc.),  which  was 
Hot  organized  until  March  27,  1917),  through  Nathan  Berg,  at- 
tempted to  induce  Murphy  to  withdraw  the  Brown  Co.  (Inc.)  from 
the  Philadelphia  territory  and  offered  the  Brown  Co.  (Inc.)  in  retam 
$36,000  cash,  and  in  addition,  all  the  trade  which  the  United  Bender- 
ing  Co.  had  acquired  in  Trenton,  N.  J.,  and  vicinity.  That  when 
Murphy  refused  this  offer,  the  respondents  then  raised  the  prices 
they  were  pajring  butchers  in  the  city  of  Philadelphia  for  raw  ma- 
terials by  reason  of  which  the  Brown  Co.  (Inc.),  suffered  a  loss  of 
$30,000  in  the  period  from  December  1, 1916,  to  April  1,  1917,  when 
Murphy  sold  his  holdings  in  the  Brown  Co.  (Inc.)  to  the  American 
Agricultural  Chemical  Co. 

Par.  11.  That  when  the  United  Bendering  Co.  was  organized  on 
October  8,  1915,  the  president  thereof,  Winfield  S.  Allen,  was  also 
the  vice  president  and  general  manager  of  M.  L.  Shoemaker  &  Co. 
(Ltd.),  a  limited  partnership  engaged  in  the  rendering  business, 
with  its  factory  and  principal  place  of  business  located  in  Phila- 
delphia. That  the  said  Allen  continued  as  president  of  the  United 
Bendering  Co.  until  June  4, 1918.  That  he  remained  vice  president 
and  general  manager  of  M.  L.  Shoemaker  &  Co.  (Ltd.),  until  its  dis- 
solution in  December,  1916.  Upon  the  dissolution  of  M.  L.  Shoe- 
maker &  Co.  (Ltd.)  the  assets  of  the  firm  became  the  assets  of 
a  new  corportation  known  as  M.  L.  Shoemaker  &  Co.  (Inc.),  which 
was  organized  March  27, 1917,  under  the  laws  of  the  State  of  Penn- 
sylvania, and  which  commenced  business  on  April  1,  1917.  That 
the  said  Allen,  on  March  27, 1917,  became  a  stockholder  and  officer  of 
M.  L.  'Shoemaker  &  Co.  (Inc.),  and  at  the  time  testimony  in  this 
proceeding  was  concluded,  was  an  officer  and  stockholder  of  M.  L. 
Shoemaker  &  Co.  (Inc.).  That  after  April  1, 1917,  M.  L.  Shoemaker 
A  Co.  (Inc.)  was  represented  by  the  said  Allen  at  meetings  of  the 
United  Rendering  Co.,  and  purchased  raw  materials  from  the  United 
Bendering  Co. 

Pab.  12.  That  the  president  of  M.  L.  Shoemaker  &  Co.  (Ltd.) 
knew  of  the  connection  between  that  company  and  the  United 
Bendering  Co.  After  the  dissolution  of  M.  L.  Shoemaker  &  Co. 
(Ltd.) ,  and  before  the  ocganization  of  M.  L.  Shoemaker  &  Co.  (Inc.) , 
the  trustees  for  the  winding  up  of  the  business  of  M.  L.  Shoemaker 
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&  Co.  (Ltd.)  sold  to  Winfield  S.  Allen  the  shares  of  stock  held  by 
Winfield  S.  AUen  for  M.  L.  Shoemaker  &  Co.  (Ltd.)  in  the  United 
Bendering  Co.  That  these  shares  of  stock  were  sold  at  private  sale 
to  Winfield  S.  Allen,  who  was  one  of  the  trustees  in  the  winding  up 
of  the  business  of  M.  L.  Shoemaker  &  Co.  (Ltd.).  Another  of  the 
trustees  was  William  B.  Adamson,  who  had  been  president  of  M.  L. 
Shoemaker  &  Co.  (Ltd.),  and  who  became  on  March  27,  1917,  the 
president  of  M.  L.  Shoemaker  &  Co.  (Lie.).  That  the  stock  so  sold 
by  the  trustees  to  said  Allen  at  private  sale  was  the  only  part  of  the 
assets  of  M.  L.  Shoemaker  &  Co.  (Ltd.)  disposed  of  by  the  trustees 
at  private  sale. 

Par.  13.  That  while  the  respondents,  from  November  1,  1915,  to 
September  1, 1916  (excepting  M.  L.  Shoemaker  &  Co.  (Lie),  which 
had  not  then  been  organized),  were  paying  prohibitive  prices  in 
Trenton  and  prices  unwarranted  by  trade  conditions  and  prohibitive 
to  competitors,  the  respondents.  Consolidated  Dressed  Beef  Co.,  the 
D.  B.  Martin  Co.,  the  Berg  Co.,  and  Baugh  &  Sons  Co.,  were  doing 
business  generally  at  a  profit. 

Pab.  14.  That  the  United  Bendering  Co.,  from  November  1,  1916, 
to  January  1, 1917,  sustained  a  substantial  loss  in  the  purchase  of  raw 
materials. 

Pab.  15.  That  on  or  about  June  4,  1918,  Winfield  S.  Allen,  re- 
spondent; Christopher  Offenhauser,  respondent;  and  Nathan  Berg, 
respondent,  resigned  their  respective  offices  in  the  United  Bendering 
Co. 

Pas.  16.  That  during  the  month  of  June,  1917,  servants  and  em- 
ployees of  respondent,  M.  L.  Shoemaker  &  Co.  (Inc.),  interfered 
with  the  business  of  a  competitor,  the  Brown  Co.  (Inc.),  by  causing 
certain  of  said  respondent's  automobiles  to  follow  the  trucks  of  the 
Brown  Co.  (Inc.)  for  the  purpose  of  spying  upon  the  business  and 
customers  of  the  said  the  Brown  Co.  (Inc.) ;  that  such  spying  upon 
the  business  and  customers  of  said  the  Brown  Co  (Inc.)  was  calcu- 
lated, designed  to,  and  did  hinder,  delay,  and  embarrass  the  said 
Brown  Co.  (Inc.),  a  competitor  of  M.  L.  Shoemaker  &  Co.  (Ina),  in 
the  conduct  of  its  business. 

CONCLUSIONS. 

The  practices  of  the  said  respondents,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
section  5  of  an  act  of  Congress  approved  September  26,  1914,  en- 
titled "An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes." 
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ORDER    TO    CEASE    AND    DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answers  of  the 
respective  respondents  (excepting  that  the  United  Rendering  Co., 
respondent,  which  did  not  file  answer,  entered  its  appearance),  the 
testimony  and  evidence,  and  the  argument  of  counsel,  and  the  Com- 
mission having  made  its  findings  as  to  the  facts  with  its  conclusions 
that  the  respondents  have  violated  the  provisions  of  the  act  of  Con- 
gress approved  September  26,  1914,  entitled  '^An  act  to  create  a 
Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes," 

It  is  now  ordered^  That  the  respondents,  the  United  Rendering  Co., 
the  Berg  Co.,  the  D.  B.  Martin  Co.,  Consolidated  Dressed  Beef  Co., 
Baugh  &  Sons  Co.,  Winfield  S.  Allen,  Nathan  Berg,  F.  W.  English, 
and  Christopher  Offenhauser,  do  cease  and  desist  from  engaging  in  a 
combination  or  conspiracy  among  themselves  or  with  others,  wiUi  the 
intent  and  purpose  of  discouraging,  stifling,  and  suppressing  com- 
petition in  the  business  of  refining  animal  fats  and  the  sale  of  their 
other  products  in  interstate  commerce,  by  purchasing  and  offering  to 
purchase  raw  materials  necessary  in  the  manufacture  of  their  prod- 
mcts,  in  certain  local  areas,  to  wit,  in  and  about  the  city  of  Trenton, 
K.  J.,  or  elsewhere,  at  and  for  prices  unwarranted  by  trade  conditions 
and  so  high  as  to  be  prohibitive  to  competitors  in  such  areas. 

And  it  is  further  ordered^  That  the  respondent,  M.  L.  Shoemaker 
&  Co.  (Inc.),  do  cease  and  desist,  through  and  by  their  agents,  serv- 
ants, and  employees,  from  interfering  with  the  business  of  any  of 
their  competitors  in  the  purchase  of  raw  materials  used  in  the  refin- 
ing of  animal  fats  by  causing  said  respondent's  automobiles  to  follow 
the  trucks  of  such  competitors  for  the  purpose  of  spying  upon  the 
business  and  customers  of  such  competitors,  when  ^culated  and 
designed  to  hinder,  delay,  and  embarrass  said  competitors  in  the 
conduct  of  their  business. 

And  it  is  further  ordered^  That  the  respondents  make  and  file  with 
the  Commission,  within  30  days  from  the  date  of  service  hereof,  a 
report  in  writing  setting  forth  in  detail  the  manner  and  form  in 
which  this  order  has  been  conformed  to. 
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FEDERAL  TRADE  COMMISSION 

V. 

RAYMOND  BROTHERS-CLARK  COMPANY. 

OOMFLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECHON  6  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  460— February  23,  1921. 

SnXABITS. 

Where  a  corporation  dealing  in  groceries  at  wholesale, 

(a)  Failed  to  inform  a  competing  concern,  which  was  engaged  also  in  retail- 
ing, of  the  arrival  of  a  much-needed  shipment  in  a  "  pool "  car  consigned 
to  it  by  a  manufacturer,  although  it  promptly  informed  other  concerns 
whose  shipments  arrived  In  said  car; 

(6)  Kept  the  shipment  belonging  to  such  competitor  in  its  possession  more 
than  a  month,  meanwhile  protesting  to  the  manufacturer  against  his  sell- 
ing directly  to  said  competitor  and  trying  to  secure  a  Jobber's  commission 
on  the  transaction ;  and 

(o)  Threatened  to  return  to  the  manufacturer  all  goods  of  his  manufacture 
which  it  had  in  stock  if  the  commission  claimed  were  not  allowed  or  if 
further  sales  were  made  directly  to  said  competitor,  and  to  cease  buying 
from  him  in  future,  and  did  so  cease ; 

With  the  effect  of  liindering  competition  between  the  comrpeting  concern  and 
its  competitors,  and  with  the  intent  and  tendency  to  limit  the  manufacturer 
in  the  selection  of  his  customers,  in  restraint  of  his  trade,  and  to  restrict 
the  competing  concern  in  its  purchases  of  commodities  in  competition  with 
other  buyers : 

Held,  That  such  practices,  under  the  circumstances  set  forth,  constituted  unfair 
methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Raymond  Bros.-Clark 
Co.,  hereinafter  referred  to  as  the  respondent,  has  been  and  is  vio- 
lating the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26,  1914,  entitled  "An  act  to  create  a  Federal  Trade 
Commission,  to  define  its  powers  and  duties,  and  for  other  purposes," 
and  it  appearing  that  a  proceeding  by  it  in  respect  thereof  would 
be  to  the  interest  of  the  public,  issues  this  complaint,  stating  its 
charges  in  that  respect,  upon  information  and  belief,  as  follows : 

Paragraph  1.  That  the  Basket  Stores  Co.  is  a  corporation  or- 
ganized under  the  laws  of  Nebraska,  having  its  principal  place  of 
business  at  Omaha,  in  the  State  of  Nebraska,  and  also  having  branch 
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stores  and  places  of  business  at  other  places,  including  Lincoln,  in 
said  State  of  Nebraska;  that  the  said  company  is  engaged  in  the 
business  of  buying  and  selling  in  wholesale  quantities  groceries  and 
food  products  such  as  are  bought  and  sold  generally  by  persons, 
firms,  and  corporations  engaged  in  the  business  generally  known  as 
that  of  a  wholesale  grocer;  that  in  the  course  of  its  said  business 
the  Basket  Stores  Co.  purchases  the  products  dealt  in  by  it  in  the 
various  States  and  Territories  of  the  United  States  and  transports 
the  same  through  other  States  and  Territories  to  the  cities  of  Omaha 
and  Lincoln,  in  the  State  of  Nebraska,  where  such  commodities 
are  resold,  and  there  is  continually  and  has  been  at  all  times  here- 
after mentioned  a  constant  current  of  trade  and  commerce  in  the 
commodities  so  purchased  by  the  said  Basket  Stores  Co.  between 
and  among  the  various  States  and  Territories  of  the  United  States; 
that  the  said  Basket  Stores  Co.  is  in  active  competition  with  the 
respondent,  Kaymond  Bros.-Clark  Co. 

Par.  2.  That  the  respondent,  Baymond  Bros.-Clark  Co.,  is  a 
corporation  organized  under  the  laws  of  the  State  of  Nebraska, 
having  its  principal  place  of  business  at  Lincoln  in  said  State,  and 
is  engaged  in  the  business  known  generally  as  that  of  wholesale 
grocer;  that  the  said  respondent  purchases  the  commodities  dealt 
in  by  it  in  the  various  States  and  Territories  of  the  United  States  and 
transports  the  same  through  other  States  and  Territories  to  said  city 
of  Lincoln,  in  said  State  of  Nebraska. 

Par.  3.  That  the  T.  A.  Snider  Preserve  Co.  is  a  corporation 
manufacturing  certain  food  products  which  are  sold  and  transported 
in  the  various  States  and  Territories  of  the  United  States. 

Par.  4.  That  in  or  about  the  month  of  September,  1918,  the  said 
T.  A.  Snider  Preserve  Co.  caused  to  be  shipped  and  transported  from 
Marion,  in  the  State  of  Indiana,  to  the  city  of  Lincoln,  in  the  State 
of  Nebraska,  certain  products  manufactured  by  it  which  had  been 
sold  to  and  were  intended  for  delivery  to  the  said  Basket  Stores  Co. 
at  said  city  of  Lincoln,  Nebr. ;  that  the  said  products  were  shipped 
and  transported  in  a  car  which  also  contained  certain  products  of  the 
said  T.  A.  Snider  Preserve  Co.  which  had  been  ordered  by  and  were 
intended  for  delivery  to  the  respondent  at  said  Lincoln,  Nebr. ;  that 
when  the  said  car  arrived  the  respondent  took  possession  of  said 
products  intended  for  delivery  to  said  Basket  Stores  Co.  and  de- 
clined to  allow  delivery  of  the  same  to  the  said  Basket  Stores  Co. 
unless  the  said  T.  A.  Snider  Preserve  Co.  paid  to  the  respondent  the 
sum  of  $100  as  and  for  a  jobber's  profit  upon  the  sale  of  said  goods; 
that  thereafter  the  said  respondent  at  divers  times  attempted  to 
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coerce  and  compel  the  said  T.  A.  Snider  Preserve  Co.  to  refuse  to 
recognize  said  Basket  Stores  Co.  as  a  jobber  and  to  refuse  to  sell  to 
said  Badcet  Stores  Co<.  at  prices  regularly  charged  to  recognized 
jobbers,  and  at  divers  times  has  represented  to  said  T.  A.  Snider 
Preserve  Co.  that  the  said  Basket  Stores  Co.  was  not  a  legitimate 
jobber  and  had  never  been  such,  but  was  engaged  in  the  retail  grocery 
business ;  and  said  req>ondent  has  at  divers  times  since  the  month  of 
September,  1918,  threatened  to  withdraw  its  patronage  from  said 
T.  A.  Snider  Preserve  Co.  if  said  company  sold  to  or  recognized  said 
Basket  Stores  Co.  as  a  jobber  and  refused  to  pay  to  said  respondent 
said  sum  of  $100  aforesaid ;  that  the  purpose  and  effect  of  the  afore- 
said acts  and  practices  of  the  respondent  were  and  are  to  cut  off  the 
supplies  of  its  said  competitor,  said  Basket  Stores  Co.,  to  stifle,  sup- 
press, and  prevent  competition  between  respondent  and  said  Basket 
Stores  Co.,  and  to  interfere  with  the  right  of  said  Basket  Stores  Co. 
and  said  T.  A.  Snider  Preserve  Co.  to  deal  freely  with  each  other  in 
interstate  ccnnmerce  upon  terms  mutually  agreed  upon  between  them. 

KEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress,  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  Raymond  Bros.-Clark  Co.,  charging 
it  with  the  use  of  unfair  methods  of  competition  in  commerce  in  vio- 
lation of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorneys  and 
filed  its  answer  herein,  thereupon  witnesses  were  examined  and  evi- 
dence received  in  support  of  the  allegations  of  said  complaint  and 
on  behalf  of  the  respondent  before  an  examiner  of  the  Federal  Trade 
Commission,  theretofore  duly  appointed,  and  the  testimony  so  taken 
was  reduced  to  writing  and  filed  in  the  office  of  the  Commission, 
whereupon  the  proceeding  came  on  for  final  hearing  by  said  Com- 
mission, and  it  having  heard  argument  of  counsel,  and  having  duly 
considered  the  complaint,  the  answer  thereto,  and  the  evidence  ad- 
duced, and  being  fully  advised  in  the  premises,  and  being  of  the  opin- 
ion that  the  method  of  competition  in  question  is  prohibited  by  said 
act,  makes  this  its  report,  stating  its  findings  as  to  the  facts : 

7INDIKG8  AS  TO  THE  FACTS. 

Paragraph  1.  xlespondent  is  a  corporation  organized  under  and 
existing  by  virtue  of  the  laws  of  the  State  of  Nebraska.  Its  principal 
place  of  business  is  at  Lincoln,  Nebr.  Respondent's  business  is  that 
of  a  wholesale  grocer,  buying  groceries,  provisions,  and  the  like  com- 
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modities  io  wholesale  quantities  from  the  manufacturers  thereof 
throughout  the  United  States,  which  commodities  are  transported 
from  points  outside  the  State  of  Nebraska  to  the  warehouse  of  the 
respondent  at  Lincoln,  Nebr.,  and  are  resold  and  transported  to  cus- 
tomers in  and  beyond  the  State  of  Nebraska.  The  business  opera- 
tions of  the  respondent  include  sales  and  deliveries  in  Nebraska,  Colo- 
rado, Kansas,  Wyoming,  South  Dakota,  and  Montana,  and  its  annual 
volume  of  business  is  approximately  $2,500,000.  In  the  conduct  of 
its  business  the  respondent  is  in  competition,  among  others,  with  the 
Basket  Stores  Co. 

Par.  2.  The  Basket  Stores  Co.  is  a  corporation  organized  under  and 
existing  by  virtue  of  the  laws  of  the  State  of  Nebraska.  Its  prin- 
cipal place  of  business  is  at  Omaha,  Nebr.  •  The  Basket  Stores  Co. 
conducts  two  lines  of  business — one,  that  of  a  wholesale  grocer,  and 
that  of  retail  selling  through  a  chain  or  organization  of  retail 
stores*  As  a  wholesale  grocer,  the  Basket  Stores  Co.  maintains  a 
warehouse  at  Omaha  and  a  branch  warehouse  at  Lincoln,  Nebr.  It 
buys  groceries,  provisions,  and  the  like  commodities  in  wholesale 
quantities  from  the  manufacturers  thereof  throughout  the  United 
States,  which  commodities  are  transported  from  points  outside  the 
State  of  Nebraska  to  the  warehouse  of  the  Basket  Stores  Co.  at 
Omaha  and  Lincoln,  Nebr.,  and  are  resold  in  part'  and  transported 
to  customers  within  and  outside  of  the  State  of  Nebraska.  This 
part  of  the  Basket  Stores  Co.'s  business  is  about  10  per  cent  of  the 
total.  The  Basket  Stores  Co.  was  licensed  as  a  wholesale  grocery 
house  by  the  United  States  Food  Administration,  which  fact  was 
known  to  the  respondent.  The  Basket  Stores  Co.  also  operates  a 
series  or  chain  of  retail  stores,  72  in  number,  4  of  which  are  in  Iowa, 
the  remainder  being  located  in  Nebraska.  There  were,  at  this  time, 
18  stores  operated  by  the  Basket  Stores  Co.  in  Lincoln.  The  gro- 
ceries, provisions,  and  like  commodities  distributed  through  these 
stores  were  supplied  from  the  Basket  Stores  Co.'s  warehouses.  About 
90  per  cent  of  the  company's  business  was  done  through  these  retail 
stores.  The  total  annual  volume  of  the  Basket  Stores  Co.'s  busi- 
ness is  approximately  $2,500,000. 

Par.  3.  In  the  month  of  September,  1918,  a  representative  of  F.  A. 
Snider  Preserve  Co.  solicited  from  the  Basket  Stores  Co.'s  officials, 
at  its  head  office  at  Omaha,  and  obtained  an  order  for  commodities 
produced  by  the  Snider  Co.,  to  be  shipped  to  the  warehouse  of  the 
Basket  Stores  Co.  at  Lincoln.  The  Snider  Co.  also  secured  orders 
from  the  respondent  and  other  customers  in  neighboring  communi- 
ties. The  commodities  sold  in  and  around  Lincoln  were  placed  by 
the  Snider  Co.  in  one  oar,  consigned  to  respondent  at  Lincoln,,  mak- 
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ing  up  what  is  known  as  a  ^'  pool "  car  to  get  the  benefit  of  the  freight 
rate  on  a  car-lot  shipment.  The  Snider  Co.  sent  to  respondent  a 
statement  of  the  car  contents,  showing  the  various  business  houses 
for  which  certain  specified  goods  were  intended,  the  Basket  Stores 
Co.  and  its  purchase  from  Snider  Co.  being  shown  on  this  statement. 

Pab.  4.  This  pool  car  consigned  to  respondent  reached  Lincoln, 
Nebr.,  on  October  10,  1918,  and  was  promptly  unloaded  and  the 
contents  distributed  by  respondents.  Its  own  commodities  were 
placed  in  its  warehouse,  the  commodities  belonging  to  business  houses 
outside  of  Lincoln  were  reconsigned  to  them  by  local  freight,  and 
the  other  purchasers  in  Lincoln  were  notified  of  the  arrival  of  their 
goods,  and  promptly  obtained  the  same,  except  the  Basket  Stores  Co. 
The  commodities  belonging  to  this  company  were  stored  in  respond- 
ent's warehouse,  the  Basket  Stores  Co.  was  not  notified  of  the  arrival 
of  these  goods  in  Lincoln  or  of  their  presence  in  respondent's  ware- 
house, and  no  opportunity  to  obtain  its  goods  was  afforded  the 
Basket  Stores  Co.  until  November  15, 1918,  when  respondent  notified 
the  Basket  Stores  Co.  of  the  presence  of  its  property. 

Par.  5.  The  Basket  Stores  Co.  was  in  need  of  these  commodities  for 
its  trade,  its  stock  of  these  goods  was  low,  and  the  delay  in  receipt 
due  to  the  actions  and  failure  of  the  respondent  to  extend  to  the 
Basket  Stores  Co.  the  same  course  of  dealing  that  it  used  with  all 
the  other  owners  of  commodities  contained  in  the  pool  car  was  a 
hindrance  and  an  obstruction  to  the  Basket  Stores  Co.  in  the  conduct 
of  its  business  in  competition  with  the  respondent  and  others  in  the 
wholesale  trade  and  with  its  competitors  in  the  retail  trade. 

Par.  6.  On  October  8,  1918,  prior  to  the  arrival  of  the  pool  car  at 
Lincoln,  the  respondent,  having  received  the  statement  from  F.  A. 
Snider  Preserve  Co.  regarding  the  contents  of  the  car  and  the  dis- 
tribution to  be  made  thereof,  in  writing  protested  to  the  Snider  Co. 
against  the  sale  direct  to  the  Basket  Stores  Co.,  and  asked  for  the 
allowance  of  the  regular  jobber's  profit  on  the  sale,  as  though  made 
through  respondent.  The  Snider  Co.  did  not  reply  to  this  letter. 
Subsequent  to  the  arrival  of  the  car  at  Lincoln,  the  distribution  of 
its  contents  to  the  owners  thereof,  except  as  to  the  Basket  Stores  Co., 
and  while  the  goods  purchased  by  that  company  were  in  respondent's 
custody,  respondent  wrote  the  Snider  Co.,  on  October  22,  1918,  re- 
ferring to  the  unanswered  letter  and  asking  what  it  was  to  charge  the 
Snider  Co.  for  checking  out,  unloading,  and  reshipping  the  other 
jobbers'  goods.  It  likewise  wrote  the  Snider  Co.  on  the  same  day 
with  reference  to  damage  to  goods  in  transit.  In  response  to  a  re- 
quest from  the  Snider  Co.  for  payment,  respondent  wrote,  on  Novem- 
ber 16,  declining  to  make  payment  to  the  Snider  Co.  for  goods  pur- 
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chased  from  it  by  the  respondent  until  reply  was  made  by  the  Snider 
Co.  to  respondent's  letters  (of  October  8  and  22)  and  until  allowance 
was  made  respondent  for  the  jobbers'  commission  on  the  sale  to  the 
Basket  Stores  Co.  The  Snider  Co.  suggested  that  respondent  remit, 
taking  credit  for  amounts  claimed,  and  explaining  fully  the  reasons 
therefor.  The  respondent  complied,  deducting,  among  other 
amounts,  the  simi  of  $100  as  commission  on  the  sale  to  the  Basket 
Stores  Co.  This  deduction,  among  others,  the  Snider  Co.  refused  to 
allow,  and  returned  the  remittance.  Whereupon,  on  December  16, 
respondent  wrote  the  Snider  Co.,  insisting  upon  the  allowance  of 
this  commission,  protesting  against  the  action  of  the  Snider  Co.  in 
selling  direct  to  the  Basket  Stores  Co.,  and  threatening  the  Snider 
Co.  with  the  cessation  of  respondent's  business  and  return  of  all 
the  goods  produced  by  the  Snider  Co.  then  in  respondent's  stock, 
if  this  commission  were  not  allowed  and  the  Snider  Co.  continued 
direct  sales  to  the  Basket  Stores  Co. 

Par.  7.  Early  in  January  following,  the  Snider  Co.  sent  a  repre- 
sentative to  Lincoln,  who  interviewed  the  president  of  the  respondent 
in  an  attempt  to  obtain  a  settlement  of  the  controversy,  which  was 
not  successful.  The  respondent,  in  accordance  with  the  statements 
in  its  letter  of  December  16th,  ceased  to  purchase  from  the  Snider  Co. 

CONCLUSIONS. 

• 

The  conduct  of  the  respondent  tended  to,  and  did,  unduly  hinder 
competition  between  the  Basket  Stores  Co.  and  others  similarly  en- 
gaged in  business,  and  the  intent  and  purpose  of  the  respondent  was 
also  to  press  the  F.  A.  Snider  Co.  to  a  selection  of  customers,  in  re- 
straint of  its  trade,  and  to  restrict  the  Basket  Stores  Co.  in  the  pur- 
chase of  conmiodities  in  competition  with  other  buyers,  and  the  con- 
duct of  the  respondent  tended  to  the  accomplishment  of  the  intent 
and  purpose  of  respondent. 

The  acts  and  practices  of  the  respondent,  as  hereinbefore  set  out, 
constitute  unfair  methods  of  competition  in  conmierce  among  the 
States  of  the  United  States,  and  violate  the  act  of  Congress  approved 
September  26, 1914,  entitled  "An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondent,  the  testimony  and  evidence,  and  the  argument  of 
counsel,  and  the  Conmiission  being  of  opinion  that  the  method  of 
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competition  in  question  is  prohibited  by  the  act  of  Congress  approved 
September  26, 1914,  entitled  ^'An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes,''  and 
having  made  its  report  in  which  it  stated  its  findings  as  to  the  facts 
with  its  conclusions  that  the  respondent  has  violated  the  provisions 
of  said  act : 

It  is  therefore  ordered^  That  the  respondent  Raymond  Bros.-Clark 
Co.,  its  officers  and  agents,  forever  cease  and  desist  from  directly  or 
indirectly — 

(1)  Hindering  or  preventing  any  person,  firm,  or  corporation  in 
or  from  the  purchase  of  groceries,  provisions,  or  the  like  commodities 
direct  from  the  manufacturers  or  producers  thereof,  in  interstate 
commerce,  or  attempting  so  to  do. 

(2)  Hindering  or  preventing  any  manufacturer,  producer,  or 
dealer  in  groceries,  provisions,  and  the  like  commodities,  in  or  from 
the  selection  of  customers  in  interstate  commerce,  or  attempting  bo 
to  do. 

(3)  Influencing  or  attempting  to  influence  any  manufacturer,  pro- 
ducer, or  dealer  in  groceries,  provisions,  and  the  like  commodities 
not  to  accept  as  a  customer  any  firm  or  corporation  with  which  the 
manufacturer,  producer,  or  dealer  in  the  exercise  of  a  free  judgment, 
has  or  may  desire  to  have  such  relationship. 

And  it  is  further  ordered^  That  the  respondent  Raymond  Bros.- 
Clark  Co.  shall,  within  60  days  of  the  service  upon  it  of  a  copy  of 
this  order,  file  with  the  Commission  a  report  in  writing,  setting  forth 
in  detail  the  manner  and  form  in  which  it  has  complied  with  the 
order  to  cease  and  desist  hereinbefore  set  out. 
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FEDERAL  TRADE  COMMISSION 

V, 

ALUMINUM  COMPANY  OF  AMERICA. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  7  OF 
AN  ACT  OF  CONGRESS  APPROVED  OCTOBER  16,  1914. 

Docket  248— March  9,  1921. 

Syllabus. 

Where  a  corporation  enjoying  a  monopoly  in  the  manufacture  and  sale  of  pSg 
aluminum  and  aluminum  ingot,  and  also  engaged,  through  its  subsidiaries, 
in  the  manufacture  and  sale  of  sheet  aluminum  and  products  manufactured 
of  aluminum,  entered  into  and  carried  out  an  agreement  with  one  of  its 
chief  competitors  in  the  manufacture  and  sale  of  sheet  aluminum,  for  the 
formation  of  a  new  corporation  (the  directorate  of  which,  when  formed, 
it  controlled)  to  take  over  and  operate  said  competitor's  aluminum  rolling 
mill,  it  to  take  two-thirds  of  the  outstanding  stock,  a  device  successfully 
aimed  at  the  acquisition  of  the  control  of  said  rolling  mill  and  its  products 
without  direct  acquisition  of  stock  in  said  competing  corporation  and 
equivalent  thereto  in  effect,  and  a  device  which  (1)  eliminated  actual 
competition  between  it  and  its  competitor  in  the  manufacture  and  sale 
of  sheet  aluminum  and  aluminum  cooking  utensils,  (2)  prevented  the 
new  company  from  becoming  its  competitor  In  the  manufacture  and  sale  of 
sheet  aluminum,  (3)  gave  it  a  complete  monopoly  in  the  production  and 
sale  of  certain  much-used  and  important  sizes  of  sheet  aluminum  manu- 
factured in  the  United  States,  and  tended  to  give  it  a  complete  monopoly 
of  all  sizes  of  sheet  aluminum  manufactured  in  the  United  States,  and  (4) 
was  followed  by  the  disappearance  of  a  market  in  the  United  States  for  the 
sale  of  ingot  or  pig  aluminum  to  aluminum  rolling  mills : 

Held,  That  the  acquisition  and  continued  ownership  of  such  stock,  under  the 
circumstances  set  forth,  constituted  a  violation  of  section  7. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  the  Aluminum  Co.  of 
America,  hereinafter  referred  to  as  the  respondent,  has,  during  the 
year  last  past,  violated  and  is  violating  section  7  of  the  act  of  Con- 
gress approved  October  16,  1914,  entitled  "An  act  to  supplement' 
existing  laws  against  unlawful  restraints  and  monopolies,  and  for 
other  purposes,'^  issues  this  complaint,  stating  its  charges  in  this 
respect  on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent,  Aluminum  Co.  of  America, 
is  a  corporation  organized,  existing,  and  doing  business  under  and 
by  virtue  of  the  laws  of  the  State  of  Pennsylvania,  with  its  principal 
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office  and  place  of  busonees  located  at  the  city  of  Pittsburgh,  in  said 
State,  now  and  at  all  times  hereinafter  mentioned  engaged  in  the 
business  of  manufacturing  and  selling  aluminum  and  aluminum 
products  throughout  the  States  of  the  United  States,  the  Territories 
thereof,  the  District  of  Columbia,  and  foreign  countries,  in  direct 
comp^ition  with  other  persons,  firms,  copartnerships,  and  corpora- 
tions similarly  engaged. 

Par.  2.  That  the  respondent.  Aluminum  Co.  of  America,  in  the 
conduct  of  its  business,  manufactures  the  aluminum  and  aluminum 
products  so  sold  by  it  in  its  factory  located  at  the  city  of  Pittsburgh, 
State  of  Pennsylvania,  and  after  such  aluminum  and  aluminum 
products  are  so  manufactured  they  are  continuously  moved  to,  from, 
and  among  other  States  and  Territories  of  the  United  States,  the 
District  of  Columbia,  and  foreign  countries,  and  there  is  continu- 
ously, and  has  been  at  all  times  hereinafter  mentioned,  a  constant 
current  of  trade  and  commerce  in  the  said  aluminum  and  aluminum 
products  between  and  among  the  various  States  and  Territories  of 
the  United  States,  the  District  of  Columbia,  and  foreign  countries, 
and  especially  to  and  through  the  city  of  Pittsburgh,  State  of  Perm- 
sylvania,  and  therefrom  to  and  through  other  States  and  Territories 
of  the  United  States,  the  District  of  Columbia,  and  foreign  countries. 

Par.  8.  That  the  respondent,  Aluminum  Co.  of  America,  a  corpora- 
tion engaged  in  commerce,  as  aforesaid,  did,  during  the  year  1918, 
in  violation  of  section  7  of  the  Clayton  Act,  acquire  a  large  part  of 
the  stock  and  share  capital  of  the  Aluminum  Boiling  Mill  Co.,  a  cor- 
poration also  engaged  in  commerce,  and  that  the  said  respondent. 
Aluminum  Co.  of  America,  ever  since  the  time  of  said  acquisition  of 
said  stock,  has  owned,  and  still  does  own,  a  large  part  of  the  stock 
and  share  capital  of  the  said  Aluminum  Boiling  Mill  Co. ;  and  that 
the  effect  of  the  acquisition  of  said  stock  and  share  capital,  and  the 
use  of  the  same,  either  by  voting  or  granting  of  proxies  or  otherwise, 
may  be,  and  is  to  substantially  lessen  competition  between  the  re- 
spondent, Aluminum  Co.  of  America,  and  the  Aluminum  Boiling 
Mill  Co.,  or  to  restrain  such  commerce,  as  aforesaid,  in  certain  sec- 
tions and  communities,  or  tend  to  create  a  monopoly  in  such  line  of 
commerce. 

REPOBT,  FINDINGS  AS  TO  THE  FACTS,  AND  OEDEB. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  October 
16,  1914,  entitled  "  An  act  to  supplement  existing  laws  against  un- 
lawful restraints  and  monopolies,  and  for  other  purposes,"  the 
Federal  Trade  Commission  issued  and  served  a  complaint  upon  the 
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respondent,  Alaminom  Co.  of  America,  charging  it  with  a  yiolation 
of  section  7  of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorneys, 
Messrs.  Gordon  &  Smith,  and  having  filed  its  answer  herein,  hearings 
were  had  and  evidence  was  thereupon  introduced  in  support  of  the 
allegations  of  said  complaint  and  on  behalf  of  respondent  before  Mr. 
William  A.  Sutherland,  an  examiner  of  the  Federal  Trade  Ckxnmis- 
sion,  theretofore  duly  appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission  having  heard  argument  of  counsel  and  having  duly  con- 
sidered the  record,  and  being  now  fully  advised  in  the  premises, 
makes  this  its  findings  as  to  the  facts  and  conclusion: 

FINDINGS  AS  TO  THE  FACTS. 

Paraoraph  1.  The  respondent  Aluminum  Co.  of  America  is  a  corpo- 
ration organized,  existing,  and  doing  business  since  1888  under  the 
laws  of  the  State  of  Pennsylvania,  with  its  principal  office  in  the  city 
of  Pittsburgh  in  said  State.  The  authorized  capitalization  of  respond- 
ent is  $20,000,000  (all  common  stock),  $18,000,000  of  which  is  out- 
standing. It  is  now  and  for  many  years  since  its  organization  has 
been  engaged  in  the  business  of  manufacturing  and  selling  crude  or 
pig  almninum  and  aluminum  ingot  throughout  the  various  States  of 
the  United  States,  the  Territories  thereof,  the  District  of  Columbia, 
and  foreign  countries.  The  respondent  has  now  and  for  many  years 
has  had  a  monopoly  in  the  United  States  in  said  business,  the  compe- 
tition which  it  has  met  in  the  United  States  coming  from  foreign 
companies  importing  crude  or  pig  aluminum  and  aluminum  ingot 
into  this  country.  The  respondent  produces  in  the  United  States 
approximately  one-half  of  the  pig  aluminum  and  aluminum  ingot 
produced  in  the  world.  Pig  aluminum  and  aluminum  ingot  are  used 
for  two  general  purposes,  namely,  for  casting  and  for  rolling  into 
sheet.  There  is  now  and  has  been  for  many  years  in  the  United  States 
a  market  for  aluminum  ingot  known  as  secondary  ingot,  which  is 
made  from  remelted  aluminum,  but  such  secondary  ingots  are  not 
adaptable  for  conversion  into  aluminum  sheet.  Virgin  ingot,  of 
which  the  Aluminum  Co.  of  America  is  now  and  has  been  for  many 
years  the  only  producer  in  the  United  States,  is  the  only  kind  of 
aluminum  ingot  convertible  into  sheet  aluminum.  Eespondent 
now,  and  for  many  years  prior  to  1918,  has  as  a  part  of  its  business 
sold  throughout  the  various  States  of  the  United  States,  the  Terri- 
tories thereof,  the  District  of  Columbia,  and  foreign  countries  all  of 
the  sheet  aluminum  manufactured  by  its  subsidiaries  for  sale,  and 
since  the  taking  over  by  the  Aluminum  Boiling  Mill  Co.  of  the 
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aluminum-rolling  mill  of  the  Cleveland  Metal  Products  Co.,  it  has 
sold  throughout  the  various  States  of  the  United  States,  the*  Terri- 
tories thereof,  the  District  of  Columbia,  and  foreign  countries  all  of 
the  sheet  aluminum  produced  by  that  mill.  One-half  of  all  of  the 
sheet  aluminum  produced  in  the  world  is  produced  by  the  subsidiaries 
of  the  respondent,  and  the  sale  of  the  sheet  aluminum  produced  by 
such  subsidiaries  has  been  and  is  controlled  by  respondent.  Be- 
spondent  now  and  for  many  years  has  had  subsidiary  corporations 
in  the  United  States  which  fabricate  aluminum  in  the  f onn  of  wire, 
tubing,  cooking  utensils,  and  into  general  fabricated  forms,  and  such 
subsidiaries  and  the  respondent  now  and  for  many  years  have  en- 
gaged in  the  business  of  selling  such  wire,  tubing,  cooking  utensils, 
and  general  fabricated  forms  throughout  the  various  States,  Terri- 
tories of  the  United  States,  the  District  of  Coliunbia,  and  foreign 
countries. 

Pab.  2.  There  are  and  have  been  since  prior  to  1918,  in  the  United 
States,  corporations  in  competition  with  the  respondent  and  its  sub- 
sidiaries in  the  manufacture  and  sale  of  aluminum  cooking  utensils, 
all  of  which  companies,  together  with  the  respondent  and  its  said  sub- 
sidiaries, require  sheet  aluminum  in  the  manufacture  of  their  fin- 
ished products.  The  sources  of  supply  for  sheet  aluminum  in  the 
United  States,  prior  to  the  outbreak  of  the  European  war  in  1914, 
were  from  foreign  companies  and  the  respondent  and  its  subsidiaries. 
In  March,  1915,  the  Cleveland  Metal  Products  Co.,  as  hereinafter 
mentioned,  became  the  only  competitor  of  the  respondent  and  its  sub- 
sidiaries in  the  manufacture  of  sheet  aluminum  and  in  the  sale  thereof 
throughout  the  various  States  of  the  United  States,  the  Territories 
thereof,  and  the  District  of  Columbia,  and  in  the  latter  part  of  1916 
the  Bremer- Waltz  Corporation,  as  hereinafter  mentioned,  became  a 
competitor  of  the  respondent  and  its  subsidiaries  in  the  manufacture 
of  dieet  aluminum  and  in  the  sale  thereof  throughout  the  various 
States  of  the  United  States,  the  Territories  thereof,  and  the  District 
of  Columbia,  and  at  or  about  the  time  that  the  Cleveland  Metal 
Products  Co.  entered  into  negotiations  with  respondent  for  the  sale 
of  the  former  company's  aluminum  rolling  mill,  the  United  States 
Smelting  &  Aluminum  Co.  became  a  competitor  of  the  respondent 
and  its  subsidiaries  in  the  manufacture  of  sheet  aluminum  and  in  the 
sale  thereof  throughout  the  various  States  of  the  United  States,  the 
Territories  thereof,  and  the  District  of  Columbia.  The  Clev^and 
Metal  Products  Co.,  the  Bremer* Waltz  Corporation,  and  the  United 
States  Smelting  &  Aluminum  Co.  were  the  only  competitors  in 
America  of  the  respondent  and  its  subsidiaries  in  the  manufacture 
and  sale  of  sheet  aluminum  at  the  time  the  Cleveland  Metal  Products 

74636*— 22 ^20 


806  FEDERAL  TBADE  COMMISSION  DECISIONS. 

Findings.  8  F.  T.  G. 

Co.  disposed  of  its  aluminum  rolling  mill  as  hereinafter  mentioned, 
and  the  United  States  Smelting  &  Aluminum  Co.  was  an  inconsider- 
able factor  in  the  trade. 

Par.  3.  The  Cleveland  Metal  Products  Co.  is  a  corporation  or- 
ganized, existing,  and  doing  business  under  and  by  virtue  of  the 
laws  of  the  State  of  Ohio  since  1910 ;  and  from  1910  to  March  8, 
1915,  was  engaged  in  the  business  of  manufacturing  enameled  stove 
parts  and  enamel  parts  for  other  manufacturers  using  the  same  and 
in  selling  such  parts  throughout  the  various  States  and  Territories 
of  the  United  States  and  the  District  of  Columbia.  The  Cleveland 
Foundry  Co.,  an  Ohio  corporation  with  its  principal  office  in  Cleve- 
land, Ohio,  for  many  years  up  to  January,  1917,  was  engaged  in  the 
business  of  manufacturing  oil  cooking  stoves  and  oil  heaters  in  which 
aluminum  is  used.  Both  of  these  companies,  namely,  the  Cleveland 
Metal  Products  Co.  and  the  Cleveland  Foundry  Co.,  used  aluminum 
in  crude  and  semicrude  form  and  in  the  form  of  sheet.  In  January, 
1917,  the  Cleveland  Foundry  Co.  and  the  Cleveland  Metal  Products 
Co.  were  consolidated,  the  business  of  both  companies  being  con- 
tinued under  the  name  of  the  Cleveland  Metal  Products  Co.,  which 
by  the  consolidation  had  an  authorized  capitalization  of  $5,000,000 
in  common  stock  and  $5,000,000  in  preferred  stock,  $4,000,000  of 
each  class  being  issued.  In  1912  the  Cleveland  Metal  Products  Co. 
conceived  the  idea  of  going  into  the  business  of  manufacturing 
aluminum  cooking  utensils,  and  in  the  autumn  of  1913  Fred  W. 
Kamsay,  president  of  the  company,  went  to  Europe,  where  he  con- 
ferred with  officials  of  various  foreign  companies  importing  alu- 
minum ingot  into  this  country,  for  the  purpose  of  determining 
whether  the  Cleveland  Metal  Products  Co.  could  obtain  from  sources 
other  than  respondent  and  its  subsidiaries  a  supply  of  aluminum 
ingot  in  the  event  that  it  erected  an  aluminum  rolling  mill  for  the 
purpose  of  converting  aluminum  ingot  into  aluminum  sheet,  which 
aluminum  sheet  is  the  form  of  almninum  from  which  aluminum 
cooking  utensils  are  made.  If  the  Cleveland  Metal  Products  Co. 
went  into  the  business  of  manufacturing  aluminum  cooking  utensils, 
it  would  be  competing  with  subsidiaries  of  the  Aluminum  Co.  of 
America  in  the  sale  of  such  utensils  and  with  the  respondent  and 
its  subsidiaries  in  the  sale  of  sheet  aluminum,  and  if  it  erected  an 
aluminum  rolling  mill  for  the  purpose  of  manufacturing  its  own 
aluminum  sheet  its  only  sources  of  supply  of  aluminum  pig  and  alu- 
minum ingot  were  from  the  Aluminum  Co.  of  America  or  from  for- 
eign companies.  The  purpose  of  the  president  of  the  Cleveland 
Metal  Products  Co.  in  ascertaining  whether  he  could  buy  aluminum 
ingot  from  foreign  companies  was  to  determine  whether  the  Cleve- 
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land  Metal  Products  Co.  could  be  free  and  independent  from  the 
Aluminum  Co.  of  America  in  the  source  of  supply  of  aluminum 
ingot,  and  could  compete  with  that  company  and  its  subsidiaries  in 
the  production  and  sale  of  aluminiun  sheet  and  in  the  manufacture 
and  sale  of  aluminum  cooking  utensils.  The  president  of  the  Cleve- 
land Metal  Products  Co.  having  received  assurances  in  Europe  that  his 
company  could  obtain  ingot  from  foreign  companies  on  satisfactory 
terms,  returned  to  the  United  States,  and  in  1914  the  Cleveland  Metal 
Products  Co.  commenced  the  construction  of  an  aluminum  rolling 
mill.  The  mill  was  completed  in  1915  and  was  put  into  operation 
in  March  of  that  year.  It  was  a  well*planned,  well-designed,  and 
well-working  unit. 

Par.  4.  The  capacity  of  this  aluminum  rolling  mill  of  the  Cleve- 
land Metal  Products  Co.  was  250,000  pounds  of  aluminum  sheet  per 
month,  and  the  mill  was  equipped  to  roll  sheets  of  all  sizes  up  to 
60  inches  in  width  by  120  inches  in  length.  Twenty-seven  per  cent 
of  the  output  of  this  mill  was  used  by  the  Cleveland  Metal  Products 
Co.  in  the  manufacture  of  its  aluminum  cooking  utensils  and  other 
products  in  which  sheet  aluminum  was  necessary,  and  the  balance 
of  the  output,  73  per  cent,  was  sold  in  the  open  market  to  dealers 
in  and  users  of  sheet  aluminum.  The  Cleveland  Metal  Products  Co. 
thereby  became  and  was  imtil  its  rolling  mill  passed  to  respondent, 
in  competition  with  respondent  and  its  subsidiaries  in  the  manu- 
facture and  sale  in  commerce  of  sheet  aluminum  and  aluminum 
cooking  utensils.  A  considerable  part  of  the  sheet-aluminum  in- 
dustry has  been  and  is  in  the  sale  of  sheet  aluminum  to  the  manu- 
factures of  automobile  bodies,  in  which  aluminum  sheet  greater 
than  30  inches  in  width  is  necessary.  The  only  sources  of  supply 
for  such  sheet  in  the  United  States  from  the  time  this  rolling  mill  was 
built  until  shortly  after  the  signing  of  the  armistice  of  the  World  War 
on  November  11, 1918,  were  from  the  respondent  and  its  subsidiaries, 
the  Cleveland  Metal  Products  Co.,  and  from  small  stocks  of  foreign 
companies  on  hand  in  this  country  when  the  Great  War  in  Europe 
broke  out.  The  only  companies  in  the  United  States  manufactur- 
ing aluminum  sheet  over  30  inches  in  width  were  the  subsidiaries  of 
the  Aluminum  Co.  of  America  (respondent)  and  the  Cleveland  Metal 
Products  Co.,  all  which  companies  from  1915  until  January  of 
1918  were  confronted  with  a  demand  in  excess  of  the  supply.  The 
total  cost  of  the  rolling  mill  erected  by  the  Cleveland  Metal  Products 
Co.,  including  5,515  acres  of  land,  the  site  of  the  mill,  was  $227,- 
154.64.  From  June  30,  1915,  to  December  81,  1915,  the  net  profits 
of  the  Cleveland  Metal  Products  Co.'  in  the  manufacture  and  sale 
of  sheet  aluminum  was  $23,629.44.    The  net  profits  of  the  Cleveland 
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Metal  Products  Co.  in  the  manufacture  and  sale  of  sheet  aluminum 
for  the  calendar  year  1916  were  $219,009.25,  and  the  net  profits  for 
the  calendar  year  1917  in  the  manufacture  and  sale  of  sheet  aluminum 
were  $52,120.01.  In  addition,  the  Cleveland  Metal  Products  Co. 
made  a  substantial  profit  in  its  general  business.  The  sheet  which 
it  manufactured  in  excess  of  its  own  fabricating  requirements  it  sold 
to  various  automobile-body  builders,  manufacturers  of  cooking 
utensils,  and  manufacturers  of  other  products  in  which  sheet  alumi- 
num is  used.  In  the  latter  part  of  1916  the  Bremer- Waltz  cor- 
poration, having  completed  a  rolling  mill  at  St.  Louis,  Mo.,  com- 
menced the  business  of  selling  sheet  aluminum  which  it  rolled,  but 
the  largest  sized  sheet  which  its  mill  was  capable  of  turning  out 
was  30  inches  in  width.  The  United  States  Smelting  &  Aluminum 
Co.,  hereinbefore  referred  to,  rolled  aluminum  sheet  of  a  maximum 
width  of  30  inches.  In  November,  1919,  the  Bremer- Waltz  Corpo- 
ration sold  a  part  of  its  physical  assets,  consisting  of  its  aluminum 
rolling  mill,  to  the  Aluminum  Goods  Manufacturing  Co.,  36  per 
cent  of  whose  stock  is  owned  by  the  Aluminum  Co.  of  America  and 
on  whose  directorate  the  Aluminum  Co.  of  America  is  represented  by 
two  members.  The  Aluminum  Goods  Manufacturing  Co.  prior  to 
the  purchase  by  it  of  the  rolling  mill  of  the  Bremer- Waltz  Corpo- 
ration had  and  still  has  two  rolling  mills,  all  of  the  output  of  which, 
together  with  all  of  the  output  of  the  mill  purchased  from  the 
Bremer- Waltz  Corporation,  is  used  by  the  Aluminum  Goods  Manu- 
facturing Co.  itself  in  the  manufacture  of  the  finished  products  made 
by  it,  consisting  principally  of  cooking  utensils. 

Pas.  5.  Since  1917  the  supply  of  aluminum  sheet  imported  into 
this  country  and  that  manufactured  in  this  country  has  not  been 
equal  to  the  demand. 

Pab.  6.  On  February  17, 1918,  the  Aluminum  Co.  of  America  (re- 
spondent) and  the  Cleveland  Metal  Products  Co.  agreed  to  organize 
a  third  corporation  under  the  laws  of  the  State  of  Ohio,  which  third* 
corporation  was  to  purchase  the  aluminum  rolling  mill  and  the 
aluminum  rolling-mill  business  of  the  Cleveland  Metal  Products 
Co.  This  corporation  was  not  organized  until  March  20,  1918,  al- 
though the  rolling  mill  of  the  Cleveland  Metal  Products  Co.  was 
operated  by  the  respondent,  Aluminum  Co.  of  America,  for  the  new 
company  from  February  28, 1918,  until  and  since  the  date  of  the  in- 
corporation of  the  new  company,  which  new  company  was  incor- 
porated under  the  name  ^  The  Aluminum  Rolling  Mill  Co."  During 
the  negotiations  for  the  sale  by  the  Cleveland  Metal  Products  Co. 
of  its  aluminum  rolling  mill  to  the  Aluminum  Soiling  Mill  Co.,  the 
president  of  the  Cleveland  Metal  Products  Co.  expressed  to  officers 
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of  the  respondent  a  wish  for  an  assurance  that  if  the  Cleveland  Metal 
Products  Co.  went  out  of  business  of  rolling  sheet  aluminum,  it,  the 
Cleveland  Metal  Products  Co.,  would  have  a  source  of  supply  from 
the  respondent  for  its  own  needs  in  the  manufacture  of  cooking  uten- 
sils and  such  other  things  requiring  sheet  alimxinum  as  it  made,  which 
assurance  was  given  to  the  Cleveland  Metal  Products  Co.  during  the 
negotiations  aforesaid.  The  Aluminum  Rolling  Mill  Co.  has  an  au- 
thorized capitalization  of  $1,000,000,  all  common,  $600,000  of  which 
is  outstanding;  $400,000  of  the  outstanding  capital  stock  was  ac- 
quired by  the  respondent,  the  Aluminum  Co.  of  America,  at  the  for- 
mation of  the  Aluminum  Rolling  Mill  Co.,  at  which  time  the  Cleve- 
land Metal  Products  Co.  acquired  $200,000  worth  of  said  stock. 
Both  the  Cleveland  Metal  Products  Co.  and  the  Aluminum  Co.  of 
America  still  own  the  stock  acquired  by  them  at  the  organization  of 
the  Aluminum  Rolling  Mill  Co.  The  Aluminum  Rolling  Mill  Co. 
paid  to  the  Cleveland  Metal  Products  Co.  $34,890.70  over  and  above 
the  original  cost  of  the  land  and  buildings  purchased  by  it,  no  de- 
preciation having  been  deducted  from  the  original  cost  of  the  build- 
ings and  Equipment.  The  board  of  directors  of  the  Aluminum  Roll- 
ing Mill  Co.  consists  of  seven  members,  four  of  whom  have  at  all 
times  represented  the  Aluminum  Co.  of  America,  and  three  of  whom 
have  represented  the  Cleveland  Metal  Products  Co.  The  qualifying 
shares  of  stock  for  the  four  directors  representing  the  Aluminum 
Co.  of  America,  although  standing  in  the  names  of  those  respective 
directors,  have  been  assigned  in  blank  to,  have  been  paid  for,  and  are 
and  have  been  in  the  custody  of  the  Aluminum  Co.  of  America. 

Par.  7.  Fred  W.  Ramsay,  president  of  the  Cleveland  Metal  Prod- 
ucts Co.,  is  president  also  of  the  Aluminum  Rolling  Mill  Co.,  and  al- 
though the  Aluminum  Rolling  Mill  Co.  has  produced  more  sheet 
aluminum  than  the  Cleveland  Metal  Products  Co.  needs,  the  latter- 
named,  company,  because  of  the  control  by  the  respondent  of  the 
Aluminum  Rolling  Mill  Co.,  has  not  been  able  to  secure  from  the 
Aluminum  Rolling  Mill  Co.  all  of  the  sheet  aluminum  which  it,  the 
Cleveland  Metal  Products  Co.,  has  needed  for  the  manufacture  of 
aluminum  cooking  utensils  and  similar  products. 

Par.  8.  When  the  Cleveland  Metal  Products  Co.  commenced  the 
operation  of  its  aluminum  rolling  mill  in  1915,  its  supply  of  ingots 
was  obtained  from  stocks  of  foreign  companies  on  hajid  in  this 
country,  and  when  that  source  of  supply  was  exhausted,  it  was  com- 
pelled to  and  did  purchase  ingot  from  the  Aluminum  Co.  of  Amer- 
ica, because  that  was  the  only  source  of  supply.  All  of  the  pig 
aluminum  and  aluminum  ingot  used  by  the  Aluminum  Rolling  Mill 
Co.  has  been  purchased  from  the  Aluminum  Co.  of  America. 
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Par.  9.  After  the  sale  by  the  Cleveland  Metal  Products  Co.  to  the 
Aluminum  Boiling  Mill  Co.  of  the  rolling  mill  of  the  former  it  (the 
Cleveland  Metal  Products  Co.)  continued  in  and  is  still  in  the 
business  of  manufacturing  and  selling  aluminimi  cooking  utensils, 
enameled  stove  parts,  enameled  parts  for  oil  stoves  and  heaters,  but 
has  since  the  sale  of  said  rolling  mill  ceased  purchasing  aluminum 
ingot  for  the  purpose  of  rolling  the  same  into  aluminum  sheet,  and 
since  the  sale  of  said  rolling  mill  the  Cleveland  Metal  Products  Co. 
has  ceased  manufacturing  and  selling  sheet  aluminum. 

Par.  10.  While  the  supply  of  sheet  aluminum  since  1917,  and  par- 
ticularly since  the  signing  of  the  armistice  on  November  11,  1918, 
has  been  inadequate  for  the  demand  there  has  been,  particularly 
since  the  early  part  of  1919,  no  market  in  this  country  for  the  sale 
of  ingot  or  pig  aluminum  to  aluminum  rolling  mills  because  all  of 
them  with  the  exception  of  one,  namely,  the  United  States  Smelting 
&,  Aluminum  Co.,  an  inconsiderable  factor  in  the  trade,  are  owned 
or  controlled  by  the  respondent,  the  Aluminum  Co.  of  America. 

Par.  11.  The  rolling  mill  of  the  Cleveland  Metal  Products  Co. 
sold  to  the  Aluminum  Boiling  Mill  Co.,  being  located  in  Cleveland, 
Ohio,  was  close  to  large  automobile  manufacturing  companies  using 
large  amounts  of  sheet  aluminum,  and  it  was  an  advantage  to  the 
Aluminum  Co.  of  America  to  have  a  rolling  mill  in  Cleveland,  be- 
cause it  had  none  in  that  territory  prior  to  the  formation  of  the 
Aluminum  Boiling  Mill  Co. 

Par.  12.  The  creation  of  the  Aluminum  Boiling  Mill  Co.,  by  agree- 
ment between  the  respondent  and  the  Cleveland  Metal  Products  Co., 
and  the  acquisition  by  respondent  of  a  controlling  interest  in  the 
Aluminum  Boiling  Mill  Co.,  and  the  transfer  to  the  latter  company 
by  the  Cleveland  Metal  Products  Co.  of  its  rolling  miU  and  business 
in  the  products  thereof,  was  a  device  for  the  accomplishment  of  the 
purpose  of  the  respondent  to  obtain  control  of  the  said  rolling  mill 
and  business  in  its  products  instead  of  the  direct  acquisition  of  stock 
in  the  Cleveland  Metal  Products  Co.,  and  was  in  effect  equivalent 
thereto ;  the  result  of  the  use  of  this  device,  as  completely  as  though 
the  respondent  had  obtained  a  controlling  stock  interest  in  the  Cleve- 
land Metal  Products  Co.,  was  to  eliminate  the  actual,  existing  compe- 
tition between  the  respondent  and  the  Cleveland  Metal  Products  Co. 
in  the  manufacture  and  sale  in  interstate  commerce  of  sheet  aluminum 
and  aluminum  cooking  utensils,  to  prevent  the  Aluminum  Rolling 
Mill  Co.  from  becoming  a  competitor  of  the  respondent  in  the  manu- 
facture and  in  the  sale  in  interstate  oonmierce  of  sheet  alnminom,  and 
tended  to  and  did  create  in  the  respondent  a  monopoly  in  the  manu- 
facture and  sale  in  interstate  conmierce  of  sheet  aluminum. 
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Pab.  13.  The  acquisition  and  continued  ownership  by  respondent 
of  the  controlling  interest  in  the  stock  of  the  Aluminum  Boiling  Mill 
Co.  tended  to  and  did  bring  about  a  complete  monopoly  in  the  respond- 
ent of  the  production  and  sale  of  sheet  aluminum  of  certain  much-used 
and  important  sizes  manufactured  in  the  United  States,  and  tended 
to  bring  about  a  complete  monopoly  in  the  respondent  of  the  sale,  in 
interstate  commerce,  of  all  sizes  of  sheet  aluminum  manufactured  in 
the  United  States. 

OONCJLUSION. 

The  acquisition  and  the  continued  ownership  by  the  respondent, 
the  Aluminum  Co.  of  America,  of  two-thirds  of  the  outstanding  capi- 
tal stock  of  the  Aluminum  Rolling  Mill  Co.,  under  the  conditions 
and  circumstances  described  in  the  foregoing  findings  constitute  a 
violation  of  section  7  of  the  act  of  Congress  approved  October  15, 
1914,  entitled  ''An  act  to  supplement  existing  laws  against  unlawful 
restraints  and  monopolies,  and  for  other  purposes." 

ORDER  TO  DIVEST  STOCK. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission on  the  complaint  of  the  Commission,  the  answer  of  the  re- 
spondent, the  testimony  and  evidence  and  the  argument  of  counsel, 
and  the  Commission  having  made  its  findings  as  to  the  facts  with 
its  conclusion  that  the  respondent  has  violated  section  7  of  the  pro- 
visions of  the  act  of  Congress,  approved  October  15,  1914,  entitled, 
''An  act  to  supplement  existing  laws  against  unlawful  restraints  and 
monopolies,  and  for  other  purposes," 

It  is  now  ordered^  That  the  respondent.  Aluminum  Co.  of  America, 
shall  within  one  year  from  the  day  of  the  date  hereof  divest  itself 
in  good  faith  of  all  the  stock  in  the  Aluminum  Boiling  Mill  Co. 
owned  by  it  by  selling  and  by  absolutely  disposing  of  the  same;  but 
such  stock  or  any  part  thereof  shall  not  be  sold  to: 

(1)  Any  stocldiolder,  or  officer,  director,  or  agent  of,  or  anyone 
otherwise  directly  or  indirectly  connected  with  or  under  the  con- 
trol or  influence  of  the  respondent. 

(2)  Any  stockholder  in,  or  officer  or  director  or  agent  of,  or  any- 
one otherwise  directly  or  indirectly  connected  with  or  under  the 
control  or  influence  of  any  of  the  subsidiaries  of  or  any  of  the  cor- 
porations associated  with  the  respondent. 

(3)  Any  stockholder  in,  or  officer,  director,  or  agent  of,  or  anyone 
otherwise  directly  or  indirectly  connected  with  or  under  the  control 
of  any  corporation  in  which  the  respondent,  or  in  which  any  sub- 
sidiary or  associate  company  of  respondent  owns  stock. 
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(4)  Any  corporation  in  which  the  respondent,  or  in  which  any 
of  the  subsidiary  or  associate  companies  of  the  respondent  owns 
stock,  or  to  any  corporation  which  owns  stock  in  any  corporation 
owned  or  controlled  directly  or  indirectly  by  or  under  the  influence 
directly  or  indirectly  of  the  respondent. 

(6)  Any  corporation  engaged  in  any  branch  of  the  aluminum 
industry  in  which  any  stockholder,  officer,  director  or  agent  of,  or 
anyone  directly  or  indirectly  under  the  control  or  influence  of  the 
respondent  owns  stock. 

(6)  Any  corporation  engaged  in  any  branch  of  the  aluminum  in- 
dustry in  which  any  stockholder,  officer,  director,  or  agent  of,  or 
anyone  directly  or  indirectly  under  the  control  or  influence  of*  any 
of  the  respondent's  subsidiary  or  associate  companies  own  stock : 

Provided^  That  nothing  herein  contained  shall  prohibit  the  re- 
spondent from  selling  the  said  stock  or  any  part  thereof  to  the  Cleve- 
land Metal  Products  Co.,  its  officers,  directors,  stockholders,  or 
agents. 

It  is  further  ordered^  That  the  respondent.  Aluminum  Co.  of 
America,  shall  within  13  months  after  the  day  of  the  date  of  the  serv- 
ice upon  it  of  this  order,  file  with  the  Commission  a  report  in  writ- 
ing setting  forth  in  detail  the  manner  and  form  in  which  this  order 
has  been  conformed  to. 
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V. 

UNITED  STATES  COLOR  &  CHEMICAL  CO.,  INC. 

COMPLAINT  IK  THE  MATTER  07  THE  ALLEGED  VIOLATION  OF  SECTION  6  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1014. 

Docket  621— March  9,  1921. 
Syllabus. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  dyestuffs  and 
chemicals;  gave  to  employees  of  customers,  without  the  knowledge  and 
consent  of  their  employers,  cash  gratuities  as  an  inducement  for  them  to 
Influence  their  employers  to  purchase  its  products  and  to  refrain  from 
dealing  with  its  competitors: 

Held,  That  such  gifts,  under  the  circumstances  set  fortli,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  United  States  Color 
&  Chemical  Co.  (Inc.),  hereinafter  referred  to  as  the  respondent, 
has  been  and  is  using  unfair  methods  of  competition  in  violation  of 
the  provisions  of  section  5  of  an  act  of  Congress  approved  September 
26, 1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,"  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  this  respect 
on  information  and  belief  as  follows : 

Pabagrafh  1.  That  the  respondent  is  a  corporation  organized  and 
existing  under  the  laws  of  the  State  of  Massachusetts,  with  its  princi- 
pal place  of  business  in  the  city  of  Boston,  State  of  Massachusetts. 

Par.  2.  That  respondent  is  engaged  in  the  business  of  manufac- 
turing and  selling  dyestuffs  and  chemicals,  causing  such  commodities 
to  be  transported  from  the  State  of  Massachusetts  through  and  into 
other  States  of  the  United  States,  in  direct,  active  competition  with 
other  persons,  partnerships,  and  corporations  similarly  engaged. 

Par.  8.  That  the  respondent  in  the  course  of  its  business  gives 
and  has  given  to  employees  of  its  customers,  cash  gratuities  or  com- 
missions to  influence  such  employees  to  induce  their  employers  to  pur- 
chase respondent's  products,  and  without  other  consideration  there- 
for. That  such  cash  gratuities  aggregate  in  one  year  approximately 
$10,000. 
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Par.  4.  That  by  reason  of  the  facts  recited  the  respondent  is  using 
an  unfair  method  of  competition  in  conmierce,  within  the  intent  and 
meaning  of  section  6  of  an  act  of  Congress  entitled  **An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,"  approved  September  26,  1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  the  United  States  Color  &  Chemical 
Co.  (Inc.),  charging  it  with  the  use  of  unfair  methods  of  competition 
in  commerce  in  violation  of  the  provisions  of  said  act. 

The  respondent  not  having  entered  its  appearance  and  not  having 
filed  its  answer  herein,  hearings  were  had  and  evidence  was  there- 
upon introduced  in  support  of  the  allegations  of  said  complaint 
before  an  examiner  of  the  Federal  Trade  Conmiission  theretofore 
duly  appointed,  after  which  the  respondent  entered  its  appearance 
and  filed  its  answer  herein,  and  stipulated  and  agreed  that  a  state- 
ment of  facts  signed  and  executed  by  counsel  for  the  Commission 
and  the  respondent,  subject  to  the  approval  of  the  Conmiission,  shall 
be  taken  by  the  Commission  in  lieu  of  testimony,  and  agreeing  and 
consenting  that  the  Federal  Trade  Commission  shall  forthwith  pro- 
ceed to  make  and  enter  its  findings  as  to  the  facts,  its  conclusion, 
and  order,  without  the  introduction  of  testimony,  and  thereupon  this 
proceeding  came  on  for  final  hearing,  and  the  respondent  having 
waived  the  filing  of  briefs  and  oral  argument,  and  the  Commission, 
having  duly  considered  the  record  and  now  being  fully  advised  in 
the  premises,  makes  this  its  findings  as  to  the  facts  and  conclusion : 

FINDINOS  as  to  THE  FACTS. 

Paragraph  1.  That  the  respondent.  United  States  Color  &  Chemi- 
cal Co.  (Inc.),  is  a  corporation  organized  and  existing  under  the 
laws  of  the  State  of  Massachusetts,  with  its  principal  place  of  busi- 
ness at  the  city  of  Boston  in  said  State,  and  is  now  and  at  all  times 
hereinafter  mentioned  has  been  engaged  in  the  business  of  manu- 
facturing and  selling  dyestuffs  and  chemicals,^  causing  such  commodi- 
ties to  be  transported  from  the  State  of  Massachusetts  through  and 
into  other  States  of  the  United  States,  in  direct,  active  competition 
with  other  persons,  partnerships,  and  corporations  similarly  engaged. 

Par.  2.  That  the  respondent,  United  States  Color  &  Chemical 
Co.  (Inc.),  in  the  course  of  its  business,  as  described  in  para- 
graph 1  hereof,  for  several  years  last  past  has  given  cash  gratuities 
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to  employees  of  its  customers,  without  the  knowledge  or  consent  of 
their  employers  and  without  other  consideration  therefor,  as  an  in- 
ducement to  influence  their  employers  to  purchase  respondent's  prod- 
ucts and  to  refrain  from  purchasing  the  products  of  its  competitors. 

CONCLUSION. 

The  practices  of  said  respondent,  under  the  conditions  and  circum- 
stances described  in  the  foregoing  findings,  are  unfair  methods  of 
competition  in  interstate  commerce  and  constitute  a  violation  of  the 
act  of  Congress  approved  September  26,  1914,  entitled  ^'An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondent,  an  agreed  statement  of  facts,  and  the  testimony,  and  the 
Commission  having  made  its  findings  as  to  the  facts  with  its  con- 
clusion that  the  respondent  has  violated  the  provisions  of  the  act  of 
Congress  approved  September  26,  1914,  entitled  "An  act  to  create  a 
Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes," 

It  is  ordered^  That  the  respondent.  United  States  Color  &  Chemical 
Co.,  and  its  officers,  directors,  agents,  servants,  and  employees,  cease 
and  desist  from  directly  or  indirectly  giving  to  employees  of  its  cus- 
tomers cash  gratuities  or  gratuities  of  any  kind  whatsoever,  as  an 
inducement  to  influence  their  employers  to  purchase  respondent's 
products  and  to  refrain  from  purchasing  the  products  of  its  com- 
petitors. 

It  ia  further  ordered^  That  the  respondent,  within  60  days  after  the 
date  of  service  upon  it  of  this  order,  file  with  the  Commission  a  report 
in  writing  setting  forth  in  detail  the  manner  and  form  in  which  it 
has  complied  with  the  order  to  cease  and  desist  hereinbefore  set 
forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

THOMAS  DUGGAN  AND  W.  C.  DUGGAN,  PARTNERS 
STYLING  THEMSELVES  THOMAS  DUGGAN  &  SON. 

OOMPIiAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  5  OT 
AN  ACT  OF  CONGRESS  APPROVED  SEPTBMEER  26,  1914. 

Docket  691— March  9,  1921. 

Syllabus. 

Where  a  firm  engaged  in  the  sale  of  ship  chandlery,  gave  to  captains  and  other 
employees  of  vessels  to  which  it  furnished  supplies,  without  the  knowledge 
and  consent  of  their  employers,  cash  gratuities  and  commissions,  expensive 
gifts,  meals,  theater  tickets,  automobile  rides,  and  other  forms  of  enter- 
tainment as  aip  inducement  to  purchase  supplies : 

Held,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Thomas  Duggan  and 
W.  C.  Duggan,  partners  styling  themselves  Thomas  Duggan  &  Son, 
hereinafter  referred  to  as  respondents,  have  been  and  are  using  un- 
fair methods  of  competition  in  violation  of  the  provisions  of  section 
5  of  an  act  of  Congress  approved  September  26,  1914,  entitled  "An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  and  it  appearing  that  a  proceeding 
by  it  in  respect  thereof  would  be  to  the  interest  of  ihe  public,  issues 
this  complaint,  stating  its  charges  in  this  respect  on  information  and 
belief,  as  follows : 

Paragraph  1.  That  respondents  constitute  a  partnership  and 
carry  on  business  at  Savannah,  jQa.,  under  the  firm  name  and  style 
of  Thomas  Duggan  &  Son,  and  are  engaged  in  the  business  of  sell- 
ing ship  chandleiy  supplies  for  ships  engaged  in  coastwise  and 
foreign  commerce,  and  deliver  said  commodities  to  ships  reaching 
the  port  of  Savannah  while  engaged  in  transporting  passengers  and 
commodities  between  ports  in  various  States  of  the  United  States 
and  in  transporting  passengers  and  commodities  between  ports  of 
the  United  States  and  foreign  countries,  such  supplies  so  sold  by 
respondents  being  for  consumption  and  use  by  the  purchasers  thereof 
upon  the  high  seas  in  and  beyond  the  territorial  jurisdiction  of  the 
United  States ;  said  business  is  and  has  been  conducted  by  respondents 
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in  direct,  active  competition  with  other  persons,  partnerships,  and 
corporations  similarly  engaged. 

Par.  2.  That  the  respondents  in  the  course  of  their  business  as  de- 
scribed in  paragraph  1  hereof  give  and  have  given  to  captains  and 
other  officers  and  employees  of  vessels  to  which  they  furnish  ship 
chandlery  supplies,  cash  gratuities  and  commissions,  expensive  gifts, 
meals,  theater  tickets,  automobile  drives,  and  other  forms  of  enter- 
tainment, amusement,  or  diversion  to  induce  such  officers  and  em- 
ployees to  purchase  from  respondent  ship  chandlery  supplies  for  the 
ships  operated  by  them  for  the  owners  thereof,  and  without  other 
consideration  therefor.  That  respondents  expend  for  cash  gratuities 
and  commissions  as  aforesaid  sums  of  money  equaling  approximately 
5  per  cent  of  the  total  volume  of  sales  by  respondents  of  such  ship 
chandlery  supplies,  and  have  paid  out' for  entertaiiiment  purposes  as 
aforesaid  sums  of  money  equaling  approximately  2^  per  cent  of  the 
volume  of  business  done. 

Pab.  3.  That  by  reason  of  the  facts  recited,  the  respondents  are 
using  an  unfair  method  of  competition  in  commerce,  within  the 
intent  and  meaning  of  section  5  of  an  act  of  Congress  entitled  ^^An 
act  to  create  a  Federal  Trade  Conmiission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  approved  September  26, 1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER 

Pursuant  to  the  provisions  of  an  act  of  Congress,  approved  Sep- 
tember 26, 1914,  tiie  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondents,  Thomas  Duggan  and  W.  C.  Duggan, 
partners  styling  themselves  Thomas  Duggan  &  Son,  charging  them 
with  the  use  of  unfair  methods  of  competition  in  violation  of  the 
provisions  of  said  act. 

The  respondents  having  entered  their  appearance  and  filed  their 
answer  herein  admitting  all  of  the  allegations  of  the  complaint  and 
each  count  and  paragraph  thereof,  and  having  stipulated  and  agreed 
that  a  statement  of  facts  signed  and  executed  by  counsel  for  the 
Commission  and  the  respondents,  subject  to  the  approval  of  the  Com- 
mission, are  the  facts  in  this  case  and  shall  be  taken  by  the  Federal 
Trade  Commission  as  such  and  in  lieu  of  testimony,  and  agreeing  and 
consenting  that  the  Federal  Trade  Commission  shall  forthwith  pro- 
ceed to  make  and  enter  its  findings  as  to  the  facts,  its  conclusion  and 
order,  without  the  introduction  of  testimony,  and  thereupon  this  pro- 
ceeding came  on  for  final  hearing,  and  the  respondents  having  waived 
the  filing  of  brie&  and  oral  argument,  and  the  Commission  having 
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duly  considered  the  record  and  now  being  fully  advised  in  the 
premises,  makes  this  its  findings  as  to  the  facts  and  conclusion: 

FINDINGS  AS  TO  THE  FAOTS. 

Paragraph  1.  That  the  respondents,  Thomas  Duggan  and  W.  C. 
Duggan,  are  partners  styling  themselves  Thomas  Duggan  &  Son^ 
having  their  principal  place  of  business  in  the  city  of  Savannah, 
State  of  Georgia,  and  are  now  and  at  all  times. hereinafter  mentioned 
have  been  engaged  in  the  selling  of  ship  chandlery  for  ships  engaged 
in  coastwise  and  foreign  commerce,  causing  said  commodities  to  be 
delivered  to  ships  reaching  ports  in  the  State  of  Georgia  while  en- 
gaged in  transporting  passengers  and  commodities  between  ports  in 
the  various  States  of  the  United  States  and  between  ports  of  the 
United  States  and  foreign  countries,  in  due  course  of  commerce  among 
the  several  States  of  the  United  States  or  with  foreign  nations,  such 
supplies  so  sold  being  for  consumption  and  use  by  the  purchasers 
thereof  upon  the  high  seas  in  and  beyond  the  territorial  jurisdiction 
of  the  United  States,  said  business  being  conducted  by  the  respond- 
ents in  direct  competition  with  other  persons,  partnerships,  and  cor- 
porations similarly  engaged. 

Par.  2.  That  the  respondents  in  the  course  of  their  business  as 
described  in  paragraph  1  hereof,  for  several  years  last  past  have  given 
to  captains  and  other  officers  and  employees  of  vessels  to  which  they 
furnish  ship  chandlery  supplies,  without  the  knowledge  or  consent 
of  their  employers  and  without  other  consideration  therefor,  cash 
gratuities  and  commissions,  expensive  gifts,  meals,  theater  tickets, 
automobile  rides,  and  other  forms  of  entertaijoment,  amusement,  or 
diversion,  to  induce  such  officers  and  employees  to  purchase  from  i*e- 
spondents  ship  chandlery  supplies  for  the  ships  operated  by  them 
for  the  owners  thereof.  That  respondents  have  expended  for  cash 
gratuities  and  commissions  as  aforesaid  sums  of  money  equalling  ap- 
proximately 5  percent  of  the  total  volume  of  sales  by  the  respondents 
of  such  ship  chandlery  supplies,  and  have  paid  out  for  entertainment 
purposes  approximately  2^  per  cent  of  the  volume  of  said  business. 

CX>NCLnSION. 

The  practices  of  the  said  respondents,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  and  foreign  commerce  and  constitute  a 
violation  of  the  act  of  Congress  approved  September  26,  1914,  en- 
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titled  ^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes.'' 

OHDES  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondents,  and  an  agreed  statement  of  facts,  and  the  Commission 
haying  made  its  findings  as  to  the  facts  with  its  conclusion  that  the 
respondents  have  violated  the  provisions  of  the  act  of  Congress 
approved  September  26,  1914,  entitled  ''An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for- other 
purposes," 

It  is  ordered^  That  the  respondents,  Thomas  Duggan  and  W.  C. 
Duggan,  partners  styling  themselves  Thomas  Duggan  &  Son,  and 
their  agents,  servants,  and  employees,  cease  and  desist  from  directly 
or  indirectly  giving  to  captains  and  other  officers  and  employees  of 
vessels  cash  gratuities  and  commissions,  expensive  gifts,  mealfi, 
theater  tickets,  automobile  rides,  and  other  forms  of  entertainment, 
amusement,  or  diversion,  as  an  inducement  to  such  officers  and 
employees  to  purchase  for  the  owners  of  the  vessels  operated  by 
them  ship  chandlery  supplies  from  the  respondents. 

It  is  further  ordered^  That  the  respondents  within  60  days  after 
the  date  of  service  upon  them  of  this  order  file  with  the  Commission 
a  report  in  writing  setting  forth  in  detail  the  manner  and  form  in 
which  they  have  complied  with  the  order  to  cease  and  desist  herein- 
before set  forth. 
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FEDEEAL  TEADE  COMMISSION 

V. 

JOHN  W.  FOCKE. 

COMPLAINT  IK  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  0  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914» 

Docket  627.— March  23,  1921. 

Syllabub. 

Where  an  individual  engaged  In  the  sale  of  ship  chandlery  supplies.  Including 
steward's  supplies,  deck,  engine,  and  cabin  supplies,  gaye  to  captains  and 
other  officers  of  vessels  to  which  he  furnished  supplies,  wlthotit  the  knowl- 
edge and  consent  of  their  employers,  valuable  gifts,  cash  commissions,  and 
gratuities  as  an  inducement  to  purchase  supplies : 

Held,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  John  W.  Focke,  herein- 
after referred  to  as  the  respondent,  has  been  and  is  using  unfair 
methods  of  competition  in  violation  of  the  provisions  of  section  5  of 
an  act  of  Congress  approved  September  26, 1914,  entitled  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,''  and  it  appearing  that  a  proceeding  by  it  in 
respect  thereof  would  be  to.  the  interest  of  the  public,  issues  this 
complaint,  stating  its  charges  in  this  respect  on  information  and  be- 
lief as  follows: 

Paragraph  1.  That  the  respondent  is  engaged  in  the  business  of  sell- 
ing ship  chandlery  including  steward's  supplies,  deck,  engine,  and 
cabin  supplies,  for  ships  engaged  in  coastwise  and  foreign  commerce, 
causing  said  commodities  to  be  delivered  to  ships  reaching  ports  in  the 
State  of  Texas,  while  engaged  in  transporting  passengers  and  com- 
modities between  ports  in  various  States  of  the  United  States  border- 
ing upon  the  eti^em  and  southeastern  coast  thereof,  and  in  trans- 
porting passengers  and  commodities  from  American  ports  to  foreign 
countries  in  due  course  of  commerce  among  the  sevend  States  of  the 
United  States  and  with  foreign  countries ;  such  supplies  so  sold  by 
respondent  being  for  consumption  and  use  by  the  purchasers  thereof 
upon  the  high  seas  in  and  beyond  the  territorial  jurisdiction  of  the 
United  States.  Said  business  is  and  has  been  conducted  by  respond- 
ent in  direct,  active  competition  with  other  persons,  partnerships, 
and  corporations  similarly  engaged. 
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Par.  2.  That  the  respondent  in  the  course  of  its  business  as  set  out 
in  paragraph  1  hereof,  gives  and  has  given  to  captains  and  other 
oflScers  of  vessels  to  which  it  furnishes  ship  chandlery,  valuable  gifts 
and  cash  commissions  to  purchase  ship  chandlery  supplies  from  re- 
spondent. 

Par.  3.  That  by  reason  of  the  facts  I'ecited  the  respondent  is  using 
an  unfair  method  of  competition  in  commerce  within  the  intent  and 
meaning  of  section  5  of  an  act  of  Congress  entitled  "An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,"  approved  September  26, 1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  John  W.  Focke,  charging  him  with 
using  unfair  methods  of  competition  in  commerce  in  violation  of  the 
provisions  of  said  act. 

The  respondent  having  entered  his  appearance  and  filed  his  answer 
herein,  hearings  were  had,  and  evidence  was  thereupon  introduced 
in  support  of  the  allegations  of  said  complaint  before  an  examiner 
of  the  Federal  Trade  Commission  theretofore  duly  appointed,  and 
the  respondent  having  stipulated  and  agreed  that  the  Commission 
shall  forthwith  proceed  to  make  and  enter  its  findings  as  to  the  facts, 
its  conclusion  and  order  without  the  introduction  of  testimony,  the 
filing  of  briefs  or  oral  argument  on  his  behalf,  and  thereupon  this 
proceeding  came  on  for  final  hearing,  and  the  Commission,  having 
duly  considered  the  record  and  being  now  fully  advised  in  the  prem- 
ises, makes  this  its  findings  as  to  the  facts  and  conclusion:  .    / 

»■   • 

♦  •..  .    ' 

■     ■'■  '    '. 

FINDINGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent,  John  W. 'Focke,  is  engaged  in 
the  business  of  selling  ship  chandlery  supplies,  including  steward's 
supplies,  deck,  engine,  and  cabin  supplies,  at  the  city  of  Oalveston, 
State  of  Texas,  for  ships  engaged  in  coastwise  and  foreign  com- 
merce, and  causes  said  commodities  to  be  delivered  to  ships  reach- 
ing ports  in  the  State  of  Texas,  while  engaged  in  transporting  pas- 
sengers and  commodities  between  ports  in  various  States  of  the 
United  States  bordering  upon  the  eastern  and  southeastern  coast 
thereof,  and  in  transporting  passengers  and  commodities  between 
American  ports  and  foreign  countries  in  due  course  of  commerce 
among  the  several  States  of  the  United  States  and  with  foreign 
nations;  that  such  supplies  so  sold  by  the  respondent  are  consumed 
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and  used  by  the  purchasers  thereof  upon  the  high  seas  in  and  be- 
yond the  tectorial  jurisdiction  of  the  United  States,  and  said  bus- 
iness is  and  has  been  conducted  by  respondent  in  direct  active  com- 
petition with  other  persons,  partnerships  and  corporations  similarly 
engaged. 

Par.  2.  That  the  respondent,  in  course  of  his  business  as  described 
in  paragraph  1  hereof,  for  several  years  last  past  has  given  to  cap- 
tains and  other  officers  of  vessels  to  which  he  furnishes  ship  chan- 
dlery supplies,  without  the  knowledge  and  consent  of  their  employ- 
ers and  without  other  consideration  therefor,  valuable  gifts,  cash 
commissions,  and  gratuities,  amounting  in  value  to  approximately 
5  per  cent  of  their  invoices,  as  inducements  to  purchase  for  the  own- 
ers of  the  vessels  operated  by  them  ship  chandlery  supplies  from  the 
respondent. 

CONCLUSION. 

That  the  practices  of  the  said  respondent,  under  the  conditions 
and  circumstances  described  in  the  foregoing  findings,  are  unfair 
methods  of  competition  in  interstate  and  foreign  commerce  and  con- 
stitute a  violation  of  the  act  of  Congress  approved  September  26, 
1914,  entitled,  ^^An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  answer  of  the  re- 
spondent, and  the  testimony,  and  the  Commission  having  made  its 
findings  as  to  the  facts,  with  its  conclusion  that  the  respondent  has 
violated  the  provisions  of  an  act  of  Congress  approved  September  26, 
1914,  entitled,  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes," 

It  28  now  ordered^  That  the  respondent,  John  W.  Focke,  and  his 
agents,  servants,  and' employees,  cease  and  desist  from  directly  or  in- 
directly giving  to  captains  or  other  officers  or  employees  of  vessels 
valuable  gifts,  cash  commissions,  or  gratuities  of  any  kind  whatso- 
ever as  inducements  to  purchase  for  the  owners  of  the  vessels  op- 
erated by  them  ship  chandlery  supplies  from  the  respondent. 

It  is  further  ordered^  That  the  respondent,  within  60  days  after  the 
service  upon  him  of  this  order,  file  with  the  Commission  a  report  in 
writing  setting  forth  in  detail  the  manner  and  form  in  which  he  has 
complied  with  the  order  to  cease  and  desist  hereinabove  set  forth. 
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FEDERAL  TRADE  COMMISSION 

V, 

McKENZIE  OERTING,  DOING  BUSINESS  UNDER  THE 
NAME  AND  STYLE  OF  McKENZIE  OERTING  &  CO. 

COMPLAINT  IN  THE  HATTER  OF  THE  ALLEGED  VIOLATION  OV  SECTION  6  OF 
AN  AOr  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1014. 

Docket  652— March  23,  1921. 

Stxlabus. 

Where  an  individual  engaged  in  the  sale  of  ship  chandlery,  gave  to  captains  and 
other  employees  of  vessels  to  which  he  famished  supplies,  without  the 
knowledge  and  consent  of  their  employers,  cash  commissions  and  gratui- 
ties as  an  inducement  to  purchase  supplies : 

Held,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  McKenzie  Oerting,  doing 
business  under  the  trade  name  and  style  of  McKenzie  Oerting  &  Co., 
hereinafter  referred  to  as  respondent,  has  been  and  is  using  unfair 
methods  of  competition  in  interstate  commerce,  in  violation  of  the 
provisions  of  section  5  of  an  act  of  Congress  approved  September  26, 
1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to  de- 
fine its  powers  and  duties,  and  for  other  purposes,"  and  it  appearing 
that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of 
the  public,  issues  this  complaint,  stating  its  charges  in  that  respect 
on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent,  McKenzie  Oerting,  carries  on 
business  at  Pensacola,  Fla.,  under  the  name  and  style  of  McKenzie 
Oerting  &  Co. 

Par.  2.  That  respondent  is  engaged  in  the  business  of  selling  ship 
chandlery  for  ships  engaged  in  coastwise  and  foreign  commerce,  and 
delivers  the  commodities  so  sold  to  ships  reaching  ports  in  the  State 
of  Florida,  while  engaged  in  transporting  passengers  and  commodi- 
ties between  ports  in  various  States  of  the  United  States  and  in  trans- 
porting passengers  and  commodities  between  ports  of  the  United 
States  and  foreign  countries,  in  due  course  of  commerce  between  the 
several  States  of  the  United  States  and  with  foreign  nations,  such 
supplies  so  sold  by  respondent  being  for  consumption  and  use  by  the 
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purchasers  thereof  upon  the  high  seas  in  and  beyond  the  territorial 
jurisdiction  of  the  United  States.  Said  business  is  and  has  been  con- 
ducted by  respondent  in  direct,  active  competition  with  other  per- 
»ns,  partnerships,  and  corporations  similarly  engaged. 

Par.  3.  That  the  respondent  in  the  course  of  its  business  as  set 
out  in  paragraph  2  hereof,  gives  and  has  given  to  captains  and 
other  officers  and  employees  of  vessels  to  which  it  furnishes  ship 
chandlery,  expensive  gifts  and  large  sums  of  money  in  the  form  of 
cash  commissions,  to  induce  such  officers  and  employees  to  purchase 
their  requirements  of  ship  chandlery  from  respondent  and  without 
other  consideration  therefor. 

Par.  4.  That  by  reason  of  the  facts  recited,  the  respondent  has 
been  using  an  unfair  method  of  competition  in  commerce  within 
the  intent  and  meaning  of  section  5  of  an  act  of  Congress  entitled 
"An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes,"  approved  September  26,  1914. 

EEPOKT,  FINDING  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember'26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  McKenzie  Oerting,  doing  business 
under  the  name  and  style  of  McKenzie  Oerting  &  Co.,  charging  him 
with  the  use  of  unfair  methods  of  competition  in  commerce  in  vio- 
lation of  the  provisions  of  the  said  act. 

The  respondent  having  entered  his  appearance  and  having  filed 
his  answer  herein,  hearings  were  had  and  evidence  was  thereupon 
introduced  in  support  of  the  allegations  of  said  complaint  before 
an  examiner  of  the  Federal  Trade  Commission  theretofore  duly 
appointed,  after  which  the  respondent  filed  an  amended  answer  in 
which  he  agrees  and  consents  that  the  Federal  Trade  Commission 
shall  forthwith  proceed  upon  said  amended  answer  and  the  evidence 

submitted  herein  to  make  and  enter  its  findings  as  to  the  facts, 
its  conclusion,  and  order  disposing  of  this  proceeding,  without  the 
introduction  of  further  testimony,  or  the  filing  of  briefs  or  oral 
argument  in  support  thereof. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and 
the  Commission,  having  duly  considered  the  record  and  being  now 
fully  advised  in  the  premises,  makes  this  its  findings  as  to  the 
facts  and  conclusion : 

FINDINGS  AS  TO  THE  FACTTS. 

Faraobaph  1.  That  the  respondent,  McKenzie  Oerting,  is  engaged 
in  the  business  of  selling  ship  chandlery  supplies,  under  the  trade 
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name  and  style  of  McKenzie  Oerting  &  Co.,  at  the  city  of  Pensacola, 
State  of  Florida,  to  ships  engaged  in  coastwise  and  foreign  com- 
merce, and  causes  said  commodities  to  be  delivered  to  ships  reaching 
ports  in  the  State  of  Florida  while  engaged  in  transporting  pas- 
sengers and  commodities  between  ports  in  the  various  States  of  the 
United  States,  and  in  transporting  passengers  between  ports  of  the 
United  States  and  foreign  countries,  in  due  course  of  conmierce, 
among  the  several  States  of  the  United  States  and  with  foreign 
nations ;  that  such  supplies  so  sold  by  the  respondent  are  consumed 
and  used  by  the  purchasers  thereof  upon  the  high  seas  in  and 
beyond  the  territorial  jurisdiction  of  the  United  States,  and  said 
business  is  and  has  been  conducted  by  the  respondent  in  direct,  active 
competition  with  other  persons,  partnerships,  and  corporations  simi- 
larly engaged. 

Par.  2.  That  the  respondent,  in  the  course  of  his  business  as 
described  in  paragraph  1  hereof,  for  several  years  last  past  has 
^ven  to  captains  and  other  officers  and  employees  of  vessels  reaching 
the  port  of  Pensacola  to  which  he  has  furnished  ship  chandlery 
supplies,  without  the  knowledge  or  consent  of  their  employers  and 
without  other  consideration  therefor,  cash  conmiissions  and  gratui- 
ties, amounting  in  value  from  3  to  5  per  cent  of  their  invoices,  as 
inducranents  to  purchase  for  the  owners  of  the  vessels  operated  by 
them  ship  chandlery  supplies  from  the  respondent. 

GOKGLUSION. 

That  the  practices  of  the  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  and  foreign  commerce  and  constitute 
a  violation  .of  the  act  of  Congress  approved  September  26,  1914, 
entitled,  '^An  act  to  create  a  Federal  Trade  Commission,  to  define 
its  powers  and  duties,  and  for  other  purposes." 

OBDEB  TO  CEASB  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  amended  answer  of 
the  respondent,  and  the  testimony,  and  the  Commission  having  made 
its  findings  as  to  the  facts,  with  its  conclusion  that  the  respondent  has 
violated  the  provisions  of  an  act  of  Congress  approved  Sept^nber  26, 
1914,  entitled  ^^An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes," 

It  18  now  ordered,  That  the  respondent,  McKenzie  Oerting,  doing 
business  under  the  name  and  style  of  McKenzie  Oerting  &  Co.,  and 
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his  agents,  servante,  and  employees,  oease  and  desist  from  directly 
or  indirectly  giving  to  captains  or  other  officers  or  employees  of 
vessels  cash  commissions  or  gratuities  of  any  kind  whatsoever  as  in- 
ducements to  purchase  for  the  owners  of  the  vessel  operated  by  them 
ship  chandlery  supplies  from  the  respondent 

It  is  further  ordered^  That  the  respondent,  within  60  days  after 
the  date  of  service  upon  him  of  this  order,  file  with  the  Commission 
a  report  in  writing,  setting  forth  in  detail  the  manner  and  form  in 
which  he  hais  complied  with  the  order  to  cease  and  desist  hereinabove 
set  forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

ST.  LOUIS  LIGHTNING  ROD  CO.,  MONARCH  LIGHTNIN& 
ROD  CO.,  AND  FRANKLIN  LIGHTNING  ROD  CO. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  6  OP 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBFJt  26,  1914. 

Docket  807— March  30,  1Q21. 

Stllabus. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  lightning  rods, 
couplings,  and  fixtures  under  its  patents,  brands,  trade-marks,  and  trade 
names  of  "Franklin,"  "Franklin  lightning  rods,"  and  "C.  B.  F.  R."  (Cole 
Bros.  Franklin  Rods),  and  in  its  stationery  and  advertising  used  there- 
with a  picture  of  Benjanrin  Franklin,  and  thereafter  a  competitor,  whose 
acknowledged  products  were  made  and  sold  under  its  own  well-known 
name,  brand  and  trade<mark, 

(a)  Secretly  organized  and  operated  two  other  companies  with  fictitious  ad- 
dresses for  nonexistent  offices  and  manufacturing  plants  as  independent 
manufacturers  and  competitors,  in  whose  names  it  solicited  business  and 
sold  Its  own  products  to  customers  to  whom  it  could  not  sell  under  its  own 
name  and  brand ; 

(6)  Adopted  for  one  of  these  bogus  independent  companies  the  name  of  "  Frank- 
lin Lightning  Rod  Co.,"  using  therewith  on  its  stationery  and  advertising 
a  picture  of  Benjamin  Franklin,  and  sold  under  the  name  of  "Franklin 
lightning  rods  "  its  products,  similar  to  its  competitor's,  thus  passing  otf 
its  goods  for  Its  competitor's; 

(o)  Published  false  and  disparaging  statements  and  criticisms  of  a  competitor 
and  its  course  of  business,  together  with  letters  of  said  competitor  pro- 
cured from  its  customers; 

All  with  the  intent  and  effect  of  deceiving  and  confusing  the  public,  embar- 
rassing its  competitor,  and  restraining  his  trade : 

ffeld,  That  such  acts  and  practices,  under  the  circumstances  set  forth,  con- 
stituted unfair  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  St.  Louis  Lightning  Bod 
Co.,  Monarch  Lightning  Rod  Co.,  and  Franklin  Lightning  Rod  Co., 
hereinafter  referred  to  as  respondents,  have  been  and  are  using  un- 
fair methods  of  competition  in  interstate  commerce  in  violation  of 
the  provisions  of  section  5  of  an  act  of  Congress  approved  Septem- 
ber 26, 1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission, 
to  define  its  powers  and  duties,  and  for  other  purposes,''  and  it  ap- 
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pearing  that  a  proceeding  by  it  in  respect  thereof  would  be  to  the 
interest  of  the  public,  issues  this  comphiint,  stating  its  charges  in  that 
respect  on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent,  St.  Louis  Lightning  Rod  Co., 
is  a  corporation  organized,  existing,  and  doing  business  under  and 
by  virtue  of  the  laws  of  the  State  of  Missouri,  with  its  principal  office 
and  place  of  business  located  at  the  city  of  St.  Louis,  in  said  State, 
and  is  now  and  at  all  times  hereinafter  mentioned,  has  been  engaged, 
directly  and  through  its  subsidiaries  and  owned  and  controlled  con- 
cerns, in  the  manufacture  and  sale  of  lightning  rods,  fixtures,  and 
ornaments  generally  in  commerce  throughout  the  States  of  the  United 
States,  the  Territories  thereof,  and  the  District  of  Columbia,  in 
direct  competition  with  other  persons,  partnerships,  and  corpora- 
tion similarly  engaged ;  that  the  respondent,  Monarch  Lightning  Rod 
Co.,  is  a  corporation  organized,  existing  and  doing  business  under 
and  by  virtue  of  the  laws  of  the  State  of  Missouri,  with  its  principal 
office  and  place  of  business  located  at  the  city  of  St.  Louis,  in  said 
State,  and  is  now  and  at  all  times  hereinafter  mentioned  has  been 
engaged  in  the  sale  of  lightning  rods,  fixtures,  and  ornaments  gen- 
erally in  commerce  throughout  the  United  States,  the  Territories 
thereof,  and  the  District  of  Columbia,  in  direct  competition  with 
other  persons,  partnerships,  and  corporations  similarly  engaged ;  that 
the  respondent,  Franklin  Lightning  Rod  Co.,  is  a  corporation  or- 
ganized, existing,  and  doing  business  under  and  by  virtue  of  the 
laws  of  the  State  of  Missouri,  with  its  principal  office  and  place  of 
business  in  St.  Louis,  in  said  State,  and  is  now  and  at  all  times  herein- 
after mentioned  has  been  engaged  in  the  sale  of  lightning  rods,  fix- 
tures, and  ornaments  generally  in  commerce  throughout  the  United 
States,  the  Territories  thereof,  and  the  District  of  Columbia,  in  direct 
competition  with  other  persons,  partnerships  and  corporations  simi- 
larly engaged. 

Par.  2.  That  the  respondent  St.  Louis  Lightning  Rod  Co.  was 
organized  in  1902  by  H.  F.  Kretzer,  who  afterwards,  in  October, 
1916,  organized  and  financed  the  respondent  Monarch  Lightning 
Rod  Co.  as  a  subsidiary  of  said  St.  Louis  Lightning  Rod  Co.,  and 
afterwards,  in  August,  1917,  organized  and  financed  the  respondent 
Frankling  Lightning  Rod  Co.  also  as  a  subsidiary  of  the  said  St. 
Louis  Lightning  Rod  Co. ;  that  the  stock  ownership  and  control  of 
the  respondent  St.  Louis  Lightning  Rod  Co.  and  its  subsidiaries 
have  always  been  vested  in  said  H.  F.  Kretzer  and  members  of  his 
family  up  to  the  date  of  the  death  of  the  said  H.  F.  Kretzer  in 
January,  1919,  and  since  his  death  in  the  surviving  members  of  the 
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family;  that  the  nominal  incorporators  and  officers  of  said  subsidiary 
corporations  are  former  employees  of  said  >St.  Louis  Lightning  Bod 
Co. ;  that  the  respondent  St.  Louis  Lightning  Kod  Co.  has  concealed 
and  still  continues  to  conceal  from  the  purchasing  public  its  control 
of  an  interest  in  the  respondents  Monarch  Lighting  Bod  Co.  and 
Franklin  Lightning  Bod  Co.  and  has  permitted  and  still  permits  said 
respondents  to  be  held  out  and  advertised  as  wholly  independent  of 
said  St.  Louis  Lightning  Bod  Co.,  and  has  authorized  and  permitted 
the  products  of  said  subsidiaries  to  be  sold  and  offered  for  sale  with- 
out any  disclosure  of  the  real  stock  ownership  or  control  of  said 
subsidiaries,  thereby  acquiring  for  such  subsidiaries  certain  trade 
and  business  which  could  not  have  been  acquired  had  the  stock  owner- 
diip  and  control  of  said  subsidiaries  been  known  to  the  public. 

Par.  3.  That  the  selection  of  the  corporate  name  for  the  respondent 
Monarch  Lightning  Bod  Co.  has  had  the  effect  of  creating  confusion 
in  the  trade,  thereby  enabling  respondents  to  compete  unfairly  for 
the  business  of  a  competitor,  which  competitor  had  given  to  its  prod- 
ucts the  trade  name  of  "  Monarch,"  and  had  adopted  for  its  products 
the  trade  slogan  of  ^^ Monarch  of  all  rods";  that  the  selection  of  the 
corporate  name  for  the  respondent  Franklin  Lightning  Bod  Co. 
has  had  the  effect  of  creating  confusion  in  the  trade,  thereby  en- 
abling respondents  to  compete  imfairly  for  the  business  of  another 
competitor  which  had  succeeded  to  the  business  and  assets,  including 
the  good  will,  of  the  Cole  Bros.  Lightning  Bod  Co.,  which  company 
had  marketed  its  product  under  the  trade  name  of  ^'Franklin"; 
that  the  name  of  an  employee  of  the  St.  Louis  Lightning  Bod  Co., 
with  the  name  of  ''Daniels,"  was  used  as  an  incorporator  of  said 
Franklin  Lightning  Bod  Co.,  which  had  the  effect  of  causing  further 
confusion  in  the  trade,  due  to  the  fact  that  in  the  organization  of  a 
leading  competitor  of  respondents'  there  was  a  man  well  known  to 
the  trade  by  the  name  of  "  Daniels." 

Pab.  4.  That  respondents  for  more  than  two  years  last  past  have 
been  pursuing  the  policy  of  spying  on  the  business  of  their  competi- 
tors, thereby  obtaining  confidential  information  concerning  the  busi- 
ness of  said  competitors,  and  have  been  secretly  paying  employees  of 
its  competitors  large  sums  of  money  for  confidential  information 
concerning  the  business  of  such  competitors,  including  names  of 
customers  and  destinations  of  shipments  of  products  sold  by  said 
competitors  and  other  information  constituting  business  secrets,  and 
have  used  the  information  thus  obtained  in  acquiring  the  business  of 
their  competitors. 
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Par.  5.  That  respondents  have  pursued  the  policy  of  making  dis- 
paraging statements  concerning  the  responsibility  and  business  of 
their  competitors  and  have  reported  to  the  trade  that  one  of  its  most 
active  competitors  had  retired  from  the  lightning-rod  business  and 
had  gone  into  the  moving-picture  business. 

Par.  6.  That  respondents  have  misbranded  certain  products  sold 
by  them  and  have  designated  a  rod  sold  by  them  with  a  joint  or  con- 
nection which  it  designated  as  a  ''rivet  grip"  connection,  whereas 
there  is  no  rivet  used  in  making  such  connection  or  joint,  but  said 
connection  or  joint  contains  only  an  imitation  of  a  head  of  a  rivet. 

REPOKT,  FINDINGS  AS  TO  THE  FACTS,  AND  OEDER. 

The  Federal  Trade  Conmiission,  having  issued  and  served  upon  the 
above-named  respondents  its  complaint  herein,  wherein  it  is  alleged 
that  it  had  reason  to  believe  that  said  respondents  have  been,  and 
now  are,  using  unfair  methods  of  competition  in  interstate  com- 
merce in  violation  of  the  provisions  of  section  5  of  an  act  of  Con- 
gress, approved  September  26,  1914,  entitled,  "An  act  to  create  a 
Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,"  and  that  a  proceeding  by  it  in  that  respect  would 
be  to  the  interest  of  the  public,  and  fully  stating  its  charges  in  this 
respect,  and  the  said  respondents  having  entered  their  appearances 
and  filed  their  answers  to  said  complaint,  and  the  issues  so  raised 
having  come  on  for  hearing  before  an  examiner  of  the  Commission, 
and  the  Federal  Trade  Commission  having  duly  appeared  and  intro- 
duced its  evidence  in  support  of  the  said  charges,  and  the  said  re- 
spondents having  duly  appeared  in  person  and  by  attorney  and 
introduced  their  evidence  in  denial  thereof,  and  all  testimony  heard 
at  said  hearing  having  been  reduced  to  writing,  and,  together  with 
the  evidence  received,  having  been  duly  filed  in  the  office  of  the  Com- 
mission, and  the  Commission  and  respondents  having,  through  their 
respective  attorneys,  submitted  briefs  and  made  oral  argument  herein, 
and  the  Commission  having  duly  considered  the  same  and  being  fully 
advised  in  the  premises,  makes  this  its  report  in  writing,  stating  its 
findings  as  to  the  facts  and  conclusions  as  follows: 

FINDINGS  AS  TO  THE  FACTS. 

Pabagraph  1.  That  respondent  St.  Louis  Lightning  Bod  Co.  is  a 
corporation  organized  and  existing  under  and  by  virtue  of  the  laws 
of  the  State  of  Missouri,  having  its  principal  office  and  place  of 
business  located  at  the  city  of  St.  Louis  in  said  State,  and  is  now,  and 
at  all  times  hereinafter  mentioned  has  been,  engaged  in  the  business 
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of  manufacturing  and  selling  and  shipping  lightning  rods  and  light- 
ning-rod couplings  and  fixtures  from  the  city  of  St.  Louis  in  the 
State  of  Missouri  to  purchaser^  thereof,  located  throughout  various 
States  of  the  United  States,  in  direct  competition  with  other  persons, 
firms,  and  corporations  similarly  engaged. 

Par.  2.  That  respondent  Monarch  Lightning  Rod  Co.  is  a  trade- 
name company,  under  which  trade  name  the  respondent  St.  Louis 
Lightning  Rod  Co.  conducts  a  part  of  its  business.  That  respondent 
St.  Louis  Lightning  Rod  Co.,  through  respondent  Monarch  Lightning 
Rod  Co.  is  now,  and  at  all  times  hereinafter  mentioned  has  been, 
engaged  in  the  business  of  selling  and  shipping  lightning  rods  and 
lightning-rod  couplings  and  fixtures  from  the  city  of  St.  Louis,  in  the 
State  of  Missouri,  to  purchasers  thereof  located  throughout  various 
States  of  the  United  States  in  direct  competition  with  other  persons, 
firms,  and  corporations  similarly  engaged. 

Par.  8.  That  respondent  Franklin  Lightning  Rod  Co.  is  a  corpora- 
tion organized  and  existing  under  and  by  virtue  of  the  laws  of  the 
State  of  Missouri,  having  its  principal  office  and  place  of  business 
located  in  the  city  of  St.  Louis  in  said  State,  and  is  now,  and  at  all 
times  hereinafter  mentioned  has  been,  engaged  in  the  business  of 
selling  and  shipping  lightning  rods  and  lightning-rod  couplings  and 
fixtures  from  the  city  of  St.  Louis  in  the  State  of  Missouri  to  pur- 
chasers thereof  located  throughout  various  States  of  the  United  States 
in  direct  competition  with  other  persons,  firms,  and  corporations  sim- 
ilarly engaged. 

Par.  4r.  That  Henry  F.  Kretzer  organized  and  caused  to  be  incorpo- 
rated respondent  St,  Louis  Lightning  Rod  Co.  in  1902,  and  became 
its  president,  and  served  as  such  until  his  death,  in  January,  1919; 
that  Henry  F.  Kretzer  during  his  lifetime  owned  and  controlled 
respondent  St.  Louis  Lightning  Rod  Co.,  and  that  since  his  death 
the  personal  representatives  of  Henry  F.  Kretzer  have  owned  and 
controlled  and  do  now  own  and  control  respondent  St.  Louis  Light- 
ning Rod  Co. ;  that  at  the  time  of  the  organization  of  the  respondent 
St.  Louis  Lightning  Rod  Co.  it  adopted,  applied,. and  used  the  trade 
name  ^^  Kretzer  Brand  "  for  its  lightning  rods ;  that  respondent  St. 
Louis  Lightning  Rod  Co.,  under  its  corporate  name,  has  continuously 
since  1902  manufactured  and  sold  ^^  Kretzer  Brand ''  lightning  rodi 
to  the  lightning-rod  trade  in  interstate  commerce,  through  the  medium 
of  traveling  agents,  correspondence,  and  advertising;  that  the  trade 
name  ^'Kretzer  Brand''  as  adopted  and  applied  to  lightning  rods 
manufactured  and  sold  by  respondent  St.  Louis  Lightning  Rod  Co. 
under  its  corporate  name  lias  long  since  come  to  mean  and  designate 
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to  the  lightning-rod  trade  lightning  rods  manufactured  by  respondent 
St.  Louis  Lightning  Kod  Co. 

Par.  5.  That  the  respondent  St.  Louis  Lightning  Eod  Co.  through 
its  traveling  agents,  for  more  than  one  year  prior  to  the  filing  of  the 
complaint  herein,  secured  and  procured  from  customers  and  pros- 
pective customers  of  a  competitor  letters  written  to  said  customers 
and  prospective  customers  by  its  said  competitor,  and,  with  the 
purpose  of  embarrassing  and  restraining  its  said  competitor  in  the 
manufacture  and  sale  of  lightning  rods  in  interstate  commerce,  pub- 
lished and  circulated  among  lightning-rod  dealers  located  through- 
out various  States  of  the  United  States  certain  printed  publications 
wherein  was  printed  and  set  forth  copies  of  the  aforesaid  letters 
written  by  its  said  competitors  to  its  customers  and  prospective 
customers,  and  wherein  was  printed  and  set  forth  false  and  dis- 
paraging statements,  criticisms,  and  comments  concerning  its  said 
competitor  and  the  method  and  manner  in  which  its  said  competitor 
conducted  and  transacted  its  said  business,  and  that  the  tendency 
of  such  acts  has  been  to  hinder  and  dissuade  customers  and  pro- 
spective customers  from  purchasing  lightning  rods  from  its  said 
competitor. 

Par.  6.  That  respondent  St  Louis  Lightning  Bod  Co.,  in  October, 
1916,  organized  respondent  Monarch  Lightning  Kod  Co.;  that  re- 
spondent Monarch  Lightning  Kod  Co.  is  owned  and  controlled  by 
respondent  St.  Louis  Lightning  Kod  Co. ;  that  respondent  St.  Louis 
Lightning  Kod  Co.,  through  the  respondent  Monarch  Lightning  Kod 
Co.  and  imder  the  trade  name  Monarch  Lightning  Kod  Co.  has  con- 
tinuously since  October,  1916,  through  the  medium  of  advertising 
and  correspondence,  sold  lightning  rods  in  interstate  commerce  to 
the  lightning-rod  trade,  said  lightning  rods  being  sold  as  and  desig- 
nated ''  Monarch  lightning  rods." 

Par.  7.  That  respondent  St.  Louis  Lightning  Kod  Co.  through 
respondent  Monarch  Lightning  Kod  Co.  since  the  organization  of 
said  Monarch  Lightning  Kod  Co.,  has  represented,  advertised,  and 
held  the  said  Moni^rch  Lightning  Kod  Co.  out  to  the  lightning-rod 
trade  and  the  general  public  to  be  an  independent  manufacturer  of 
lightning  rods  and  lightning-rod  couplings  and  fixtures,  with  man- 
ufacturing plant  and  business  office  located  at  822  Chestnut  Street, 
St.  Louis,  Mo.,  whereas  in  truth  and  in  fact  respond^it  Monarch 
Lightning  Kod  Co.  has  not  now  and  has  never  had  any  manufactur- 
ing plant  and  does  not  now  and  has  never  manufactured  lightning 
rod  or  lightning-rod  couplings  and  fixtures,  and  in  truth  and  in  fact 
respondent  Monarch  Lightning  Kod  Co.'s  business  office  is  not  lo- 
cated at  822  Chestnut  Street,  in  the  city  of  St.  Louis,  in  the  State  of 
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Missouri,  but  is  located  in  the  office  of  respondent,  St.  Louis  Light- 
ning Rod  Co.,  located  at  2135  DeKalb  Street,  in  the  city  of  St.  Louis, 
in  the  State  of  Missouri. 

Par.  8.  That  respondent  St.  Louis  Lightning  Rod  Co.,  at  the  time 
of  the  organization  of  respondent  Monarch  Lightning  Rod  Co.,  fur- 
nished and  gave  to  respondent  Monarch  Lightning  Rod  Co.  a  list  con- 
taining the  names  and  address  of  lightning-rod  dealers  to  whom  re- 
spondent St  Louis  Lightning  Rod  Co.  had  been  unable  to  sell  its 
**  Kretzer  Brand  "  lightning  rods ;  that  respondent  St.  Louis  Light- 
ning Rod  Co.,  through  the  said  Monarch  Lightning  Rod  Co.,  has, 
through  the  medium  of  correspondence  and  advertising,  solicited  the 
sale  of  and  sold  Monarch  lightning  rods  to  lightning-rod  dealers 
subsequent  to  and  in  instances  where  respondent  St.  Louis  Lightning 
Rod  Co.  solicited  the  sale  of  and  had  been  unable  to  sell  its  "  Kretzer 
Brand  "  lightning  rods. 

Par.  9.  That  Henry  F.  Kretzer  organized  and  caused  to  be  incor- 
porated respondent  Franklin  Lightning  Rod  Co.  in  August,  1917,  to 
engage  in  the  business  of  selling  lightning  rods  and  lightning-rod 
couplings  and  fixtures,  manufactured  by  respondent,  St.  Louis  Light- 
ning Rod  Co. ;  that  Henry  F.  Kretzer,  during  his  lifetime  owned  and 
controlled  respondent  Franklin  Lightning  Rod  Co.  and  that  since 
his  death  his  personal  representatives  have  owned  and  controlled 
and  do  now  own  and  control  respondent  Franklin  Lightning  Rod 
Co.  That  respondent  Franklin  Lightning  Rod  Co.  under  its  cor- 
porate name  has  continually,  since  1917,  through  the  medium  of  ad- 
vertising and  correspondence,  sold  lightning  rods  in  interstate  com- 
merce to  the  lightning-rod  trade,  said  lightning  rods  being  sold  as 
and  designated  '^  Franklin  lightning  rods." 

Pak.  10.  That  Cole  Bros.  Lightning  Rod  Co.,  a  corporation  organ- 
ized under  the  laws  of  the  State  of  Missouri,  and  located  at  the  city 
of  St.  Louis,  in  said  State,  adopted,  applied  and  used  the  name 
'^Franklin"  for  lightning  rods  and  lightning-rod  couplings  and 
fixtures  and  adopted  and  used  a  certain  cut  or  picture  of  Benjamin 
Franklin  upon  its  stationery  and  advertising  matter;  that  the  name 
^  Franklin  "  as  adopted  and  applied  to  lightning  rods  and  lightning- 
rod  couplings  and  fixtures  had  been  used  by  Cole  Bros.  Lightning 
Rod  Co.  in  the  manufacture  and  sale  of  its  lightning  rods  and  light- 
ning-rod couplings  and  fixtures  for  many  years  prior  to  the  organi- 
zation of  respondent  Franklin  Lightning  Rod  Co.;  that  the  name 
^  Franklin,"  as  adopted  and  applied  to  lightning  rods  and  lightning- 
rod  couplings  and  fixtures,  had  come  to  mean  and  designate  to  the 
lightning-rod  trade  lightning  rods  manufactured  and  sold  by  Cole 
Bros.  Lightning  Rod  Co. 


334  FEDBBAL  TRADE  COMMISSION  DECISIONS. 

Findings.  8  F.  T.  C. 

Par.  11.  That  Cole  Bros.  Lightning  Bod  Co.,  prior  to  the  organi- 
zation of  respondent  Franklin  Lightning  Bod  Co.,  was  the  owner  of 
United  States  registered  trade-mark  ''  Franklin  "  as  applied  to  light- 
ning rods  and  lightning-rod  couplings  and  fixtures,  same  being  the 
name  it  had  for  many  years  adopted,  applied,  and  used  to  designate 
lightning  rods  and  lightning-rod  couplings  and  fixtures  of  its  manu- 
facture; said  trade-mark  being  evidenced  by  registered  certificate 
No.  104531. 

Par.  12.  That  Cole  Bros.  Lightning  Bod  Co.,  prior  to  the  organi- 
zation of  respondent  Franklin  Lightning  Bod  Co.,  was  the  owner  of 
United  States  registered  trade-mark  "  C.  B.  F.  B."  as  applied  to 
lightning  rods  and  lightning-rod  couplings  and  fixtures,  same  being 
letters  indicating  Cole  Brothers  Franklin  rods,  which  it  had  for  many 
years  adopted,  applied  and  used  to  designate  lightning  rods  and 
lightning-rod  couplings  and  fixtures  of  its  manufacture,  said  trade- 
mark being  evidenced  by  registered  certificate  No.  104530. 

Par.  13.  That  Cole  Bros.  Lightning  Bod  Co.,  having  decided  to 
discontinue  the  further  manufacture  and  sale  of  lightning  rods  and 
lightning-rod  couplings  and  fixtures,  on  June  30, 1917,  sold,  assigned, 
and  transferred  to  the  Miller  Lightning  Bod  Co.,  a  corporation  or- 
ganized under  the  laws  of  the  State  of  Missouri,  having  its  business 
office  and  manufacturing  plant  located  at  the  city  of  St.  Louis,  in 
the  State  of  Missouri,  its  business,  trade-marks,  and  patents;  and 
that  the  said  assignment  of  said  trade-marks  and  patents  was  duly 
recorded  in  the  United  States  Patent  Office,  October  27, 1917. 

Par.  14.  That  the  Miller  Lightning  Bod  Co.,  after  purchase  of  the 
Cole  Bros.  Lightning  Bod  Co.,  notified  the  lightning-rod  trade  and 
advertised  to  said  trade  that  it  had  purchased  the  business,  trade- 
marks, and  patents  of  Cole  Bros.  Lightning  Bod  Co.  and  would  be 
prepared  to  manufacture  and  sell  "  Cole  Bros.  Franklin  rods  " ;  that 
the  Miller  Lightning  Bod  Co.,  after  purchase  of  the  Cole  Bros. 
Lightning  Bod  Co.'s  business,  trade-marks,  and  patents,  did  manu- 
facture and  sell  lightning  rods  and  lightning-rod  couplings  and  fix- 
tures, branded,  marked,  and  designated  "  Cole  Bros.  Franklin  rods," 
and  that  the  lightning  rods  and  lightning-rod  couplings  and  fix- 
tures so  branded  and  designated  are  the  same  in  every  respect  as  the 
lightning  rods  and  lightning-rod  couplings  and  fixtures  formerly 
manufactured  and  sold  by  Cole  Bros.  Lightning  Bod  Co.  and  well- 
known  to  the  trade  as  "  Franklin  lightning  rods." 

Par.  15.  That  at  the  time  of  the  organization  of  respondent,  Frank- 
lin Lightning  Bod  Co.,  Henry  F.  Kretzer,  selected  and  chose  the  cor- 
porate name  ''  Franklin  Lightning  Bod  Co." ;  that  the  lightning 
rods  and  lightning-rod  couplings  and  fixtures  manufactured  by  re- 
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spondent  St.  Louis  Lightning  Kod  Co.  and  sold  to  the  lightning-rod 
trade  by  respondent  Franklin  Lightning  Rod  Co.,  under  its  corporate 
name,  and  designated  and  advertised  as  ''  Franklin  Lightning  rods," 
are  similar  in  size,  shape,  and  appearance  to  the  lightning  rods  and 
lightning-rod  couplings  and  fixtures  formerly  manufactured  and 
sold  by  Cole  Bros.  Lightning  Rod  Co.  and  known  to  the  trade  as 
"Franklin  Lightning  rods,"  now  manufactured  and  sold  by  the 
Miller  Lightning  Rod  Co. ;  that  respondent,  Franklin  Lightning  Rod 
Co.,  in  the  conduct  of  its  business  since  the  time  of  its  organization 
has  used  a  certain  cut  or  picture  of  Benjamin  Franklin  upon  its  sta- 
tionery and  advertising  matter. 

Par.  16.  That  respondent  St.  Louis  Lightning  Rod  Co.  has 
represented,  advertised,  and  held  respondent  Franklin  Lightning 
Rod  Co.  out  to  the  lightning-rod  trade  and  the  general  public  to 
be  an  independent  manufacturer  of  lightning  rods  and  lightning- 
rod  couplings  and  fixtures,  with  manufacturing  plant  and  business 
office  located  at  2134  South  Second  Street,  St.  Louis,  Mo.,  whereas 
in  truth  and  in  fact  respondent  Franklin  Lightning  Rod  Co.  has 
not  now  and  has  never  had  any  manufacturing  plant  and  does  not 
now  and  has  never  manufactured  lightning  rods  or  lightning-rod 
couplings  and  fixtures,  and  in  truth  and  in  fact  respondent  Franklin 
Lightning  Rod  Co.'s  business  office  is  not  located  at  2134  South 
Second  Street,  in  the  city  of  St.  Louis,  in  the  State  of  Missouri,  but 
is  located  at  the  office  of  respondent  St.  Louis  Lightning  Rod  Co., 
located  at  2134  De  Kalb  Street,  in  the  city  of  St.  Louis,  in  the  State 
of  Missouri. 

Pab.  17.  That  respondent  St.  Louis  Lightning  Rod  Co.,  at  the 
time  of  the  organization  of  respondent  Franklin  Lightning  Rod  Co., 
furnished  and  gave  to  respondent  Franklin  Lightning  Rod  Co.  a 
list  containing  the  names  and  addresses  of  lightning-rod  dealers  to 
whom  respondent  St.  Louis  Lightning  Rod  Co.  had  been  unable  to 
sell  its  "  Kretzer  Brand  "  lightning  rods ;  that  respondent  Franklin 
Lightning  Rod  Co.  has,  through  the  medium  of  correspondence  and 
advertising,- solicited  the  sale  of  and  sold  Franklin  lightning  rods 
to  lightning-rod  dealers  subsequent  to  and  in  instances  where  re- 
spondent St.  Louis  Lightning  Rod  Co.  solicited  the  sale  of  and  has 
been  unable  to  sell  its  "  Kretzer  Brand  "  lightning  rods. 

Par.  18.  That  the  effect  of  the  acts,  practices,  and  representations 
of  respondents  in  the  manner  and  form  mentioned  and  set  forth  in 
the  foregoing  paragraphs  are  designed  and  calculated  to  embarrass 
competitors  of  said  respondents  in  the  conduct  of  their  said  business, 
and  have  the  tendency  and  capacity  to  confuse  and  deceive  the 
lightning-rod  trade,  and  have  resulted  in  confusion  and  uncertainty 
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regarding  the  relation  between  respondents  and  a  competitor  of  said 
respondents  and  have  resulted  in  the  lightning-rod  trade  being 
misled  into  believing  that  lightning  rods  sold  by  respondents  were 
of  the  manufacture  and  sale  of  a  competitor  of  said  respondents. 

CONCLUSIONS. 

The  practices  of  the  said  respondents,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26,  1914,  entitled  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

•         

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission  and  answer  of  the  re- 
spondents, testimony,  and  evidence,  and  the  argument  of  counsel, 
and  the  Commission  having  made  its  findings  as  to  the  facts,  with  its 
conclusions  that  the  respondents  have  violated  the  provisions  of  the 
act  of  Congress  approved  September  26,  1914,  entitled  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes," 

It  is  now  ordered^  That  the  respondent  St.  Louis  Ligfatning  Kod 
Co.^  and  its  agents,  servants,  and  employees,  and  each  and  every 
one  of  them,  do  cease  and  desist  from  directly  or  indirectly : 

1.  Publishing  or  circulating  advertising  matter  or  other  written  or 
printed  matter  wherein  is  printed  or  set  forth  any  fialse  or  disparag- 
ing statement,  comment,  or  criticism  concerning  the  business  or 
business  method  of  any  competitor,  or  wherein  is  printed  or  set  forth 
any  false  or  disparaging  statement,  comment,  or  criticism  concern- 
ing a  letter  or  letters  written  by  any  competitor  to  a  customer  or 
prospective  customer,  with  the  purpose  or  effect  of  restraining  or 
embarrassing  any  competitor  in  the  conduct  of  its  business  or  hinder- 
ing or  dissuading  customers  or  prospective  customeis  from  purchas- 
ing lightning  rods  from  any  of  its  competitors. 

2.  Until  such  time  as  respondent  Monarch  Lighting  Bod  Co.  may 
be  actually  engaged  in  the  manufacture  of  lightning  rods  and  light- 
ning-rod  couplings  and  fixtures,  drculating  in  advertising  matter,  in 
letters,  or  otherwise,  statements  or  representations  to  the  effect  that 
said  Monarch  Lightning  Bod  Co.  is  a  manufacturer  of  lightning 
rods  and  lightning-rod  couplings  and  fixtures,  or  in  any  otlfer  man- 
ner conveying  the  impression  that  said  Monarch  Lightning  Bod  Co. 


ST.  LOUIS  LIGHTNING  BOD  CX).  ET  AL.  837 

827  Order. 

is  engaged  in  the  business  of  manufacturing  lightning  rods  or  light- 
ning-rod couplings  or  lightning-rod  fixtures,  when  it  is  not  actually 
so  engaged. 

3.  Circulating  in  advertising  matter,  in  letters,  or  otherwise  state- 
ments or  representations  which  falsely  state  or  represent  the  address 
or  location  of  respondent  Monarch  Lightning  Bod  Co.'s  office  or 
place  of  business. 

4.  Selling  lightning  rods  or  lightning-rod  couplings  or  fixtures 
through  respondent  Franklin  Lightning  Rod  Co.  without  fully  dis- 
closing to  the  trade  and  the  purchasing  and  consuming  public  that 
the  St.  Louis  Lightning  Bod  Co.  controls  the  distribution  and  sale  of 
lightning  rods  and  lightning-rod  couplings  and  fixtures  sold  through, 
by,  or  under  the  name  of  respondent  Franklin  Lightning  Bod  Co. 

5.  Until  such  time  as  respondent  Franklin  Lightning  Bod  Co.  may 
be  actually  engaged  in  the  manufacture  of  lightning  rods  and  light- 
ning-rod couplings  and  fixtures,  circulating  in  advertising  matter,  in 
letters,  or  otherwise,  statements  or  representations  to  the  effect  tiiiat 
said  Franklin  Lightning  Bod  Co.  is  a  manufacturer  of  lightning  rods 
and  lightning-rod  couplings  and  fixtures,  or  in  any  other  manner 
conveying  the  impression  that  said  Franklin  Lightning  Bod  Co.  is 
engaged  in  the  business  of  manufacturing  lightning  rods,  or  light- 
ning-rod couplings,  or  lightning-rod  fixtures  when  it  is  not  actually 
so  engaged. 

6.  Circulating  in  advertising  matter,  in  letters,  or  otherwise  state- 
ments or  representations  which  falsely  state  or  represent  the  address 
or  location  of  respondent  Franklin  Lightning  Bod  Co.'s  office  or 
place  of  business. 

It  is  further  ordered^  That  the  respondent  St.  Louis  Lightning 
Bod  Co.  shall,  within  60  days  after  the  service  upon  it  of  a  copy  of 
this  order,  file  with  the  Federal  Trade  Commission  a  report  in  writ- 
ing, setting  forth  in  detail  the  manner  and  form  in  which  it  has 
complied  with  the  order  to  cease  and  desist  herein  set  forth. 

74636'— 22 ^22 
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FEDERAL  TRADE  COMMISSION 
BIG  FOUR  GROCERY  COMPANY. 

COHPIiAIKT  IK  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  5  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  547— Mardi  80,  1021. 
Syllabus. 

Where  a  corporation  engaged  in  the  sale  of  groceries  by  mail,  exclusively  la 
combination  orders  so  assembled  that  each  assortment  contained  one  or  more 
items^  the  quality  and  retail  prices  of  which  were  well  known  to  the  pur- 
chasing public,  and  other  items,  the  greater  part  of  the  asgortment,  the 
quality  and  retail  prices  of  which  were  not  well  known,  in  advertising  said 
orders 

(a)  Set  forth  prices  of  the  dilferait  items,  which  for  the  staple  articles  were 
less  than  cost,  but  for  the  others  were  sufficiently  high  to  afford  a  satisfac- 
tory profit  on  the  assortment  as  a  whole,  thereby  deceiving  customers  as 
to  prices  of  all; 

(b)  Falsely  represented  that  the  prices  both  of  assortments  and  items  compos- 
ing the  same,  were  less  than  those  of  its  competitors  for  similar  assortments 
and  items;  and 

(c)  Advertised  that  it  was  selling  sugar  at  4^  cents  a  pound,  flour  at  $7.98  a 
barrel,  Fels  Naptha  soap  at  2  c^its  a  bar,  and  Quaker  Oats  at  4  cents  a 
package,  the  fact  being  that  it  sold  none  of  the  items  in  the  assortments  at 
the  prices  specified,  but  only  in  combination  orders : 

Held,  That  such  false  and  misleading  advertising,  under  the  circumstances  set 
forth,  constituted  unfair  methods  of  competition. 

AMENDED  COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from 
a  preliminary  investigation  made  by  it  that  Big  Four  Grocery  Co., 
hereinafter  referred  to  as  the  respondent,  has  been  and  is  using  un- 
fair methods  of  competition  in  interstate  commerce  in  violation  of 
the  provisions  of  section  5  of  an  act  of  Congress  approved  Septem- 
ber 26,  1914,  entitled,  "An  act  to  create  a  Federal  Trade  Commis- 
sion, to  define  its  powers  and  duties,  and  for  other  purposes,''  and  it 
appearing  that  a  proceeding  by  it  in  respect  thereof  would  be  to  the 
interest  of  the  public,  issues  this  amended  complaint  stating  its 
charges  in  that  respect  on  information  and  belief  as  follows : 

Paragraph  1.  That  the  Big  Four  Grocery  Co.  is  a  corporation 
organized,  existing,  and  doing  business  imder  and  by  virtue  of  the 
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laws  of  the  State  of  Illinois,  having  its  principal  office  and  place  of 
business  located  at  the  city  of  Chicago,  in  said  State,  now  and  at  all 
times  hereinafter  mentioned  engaged  in  the  business  of  selling 
groceries  and  similar  articles  throughout  the  States  and  Territories 
of  the  United  States  and  the  District  of  Columbia  from  one  central 
office  by  advertisements,  catalogues,  parcel  post,  express,  and  other 
means  in  direct  competition  with  other  persons,  firms,  copartner- 
ships, and  corporations  similarly  engaged. 

Pab.  2.  That  in  the  conduct  of  its  business  the  respondent,  Big 
Four  Grocery  Co.,  transports  and  causes  to  be  transported  the  mer- 
chandise so  sold  by  it  through  various  States  of  the  United  States  in 
and  to  other  States  of  the  United  States,  where  the  same  are  de- 
livered to  the  purchasers  thereof,  and  there  is  continuously  and  has 
been  at  all  times  herein  mentioned  a  constant  current  of  trade  and 
commerce  in  said  merchandise  between  and  among  the  various  States 
of  the  United  States  and  the  District  of  Columbia,  and  more  espe- 
cially from  other  States  and  Territories  of  the  United  States  and 
the  District  of  Columbia  to  and  through  the  city  of  Chicago,  State 
of  Illinois,  and  therefrom  to  and  through  other  States  and  Terri- 
tories of  the  United  States  and  the  District  of  Columbia. 

Par.  3.  That  said  respondent  in  the  course  of  its  said  business 
makes  use  of  catalogues  and  other  advertising  matter  which  is  given 
general  circulation  throughout  the  States  and  Territories  of  the 
United  States  and  in  the  District  of  Columbia,  which  said  catalogues 
and  advertisements  contain  certain  false  and  misleading  statements 
concerning  respondent's  said  business  and  alleged  benefits  which  the 
public  might  derive  from  trading  with  respondent ;  that  among  such 
false  and  misleading  statements  are  statements  to  the  effect  that 
respondent  sells  sugar  at  4^  cents  per  pound  and  flour  at  $7.98  per 
barrel;  that  in  respondent's  Trial  Order  No.  2  the  estimated  retail 
value  of  the  several  items  is  $3.64  and  that  purchasers  save  approxi- 
mately $1.65  by  purchasing  said  order  at  $1.99  from  respondent; 
whereas  the  prices  obtained  by  respondent  for  the  goods  sold  in  com- 
bination lots  or  assortments  as  a  whole  are  substantially  the  same 
or  greater  than  the  prices  which  retail  grocers  generally  obtain  for 
like  assortments  as  a  whole,  and  respondents  do  not  possess  any  ad- 
vantage in  buying  grocery  products  which  enable  them  to  sell  such 
products  at  prices  lower  than  those  of  other  dealers. 

Par.  4.  That  the  several  combination  lots  or  assortments  so  adver- 
tised by  respondent  are  sold  by  it  and  for  certain  fixed  prices  for 
such  combination  lots  or  assortments  as  a  whole;  that  said  fixed 
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prices  are  sufficient  in  amount  to  yield  respondent  a  profit  on  the 
combination  lot  or  assortment  as  a  whole,  respondent  refusing  to 
sell  separately  the  items  comprising  any  such  given  assortment; 
that  the  various  items  and  quantities  thereof  comprising  each  said 
combination  lot  or  assortment  are  listed  and  arranged  in  such  adver- 
tisements so  that  appearing  opposite  to  or  in  connection  with  such 
items  are  figures,  ostensible  prices,  which  have  no  relation  to  the 
actual  prices  at  which  respondent  sells  such  items,  either  separately 
or  in  combination,  but  are  of  such  arbitrary  amounts  and  arrange- 
ment that  when  added  appear  to  equal  the  total  price,  or  the  one 
and  only  price  so  advertised,  which  respondent  expects  to  receive 
or  does  receive;  that  the  arrangement  and  positions  of  said  items 
with  reference  to  said  figures  or  ostensible  prices  are  such  that  oppo- 
site to  or  in  connection  with  staples  the  prices  of  which  are  well 
known  to  the  public  generally,  such  as  flour  and  sugar,  are  placed 
figures,  ostensible  prices,  far  below  the  wholesale  cost  thereof  or  of 
any  cost  at  which  respondent  could  secure  such  staples  at  any  time 
herein  mentioned;  and  opposite  to  or  in  connection  with  items,  the 
prices  of  which  are  not  well  known  to  the  public,  are  placed  figures, 
ostensible  prices,  of  sufficient  amounts  to  give  respondent  a  satis- 
factory profit  on  each  item  of  such  combination  lots  or  assortments 
and  to  cover  the  loss  respondent  would  sustain  if  it  actually  sold 
said  staples  at  the  prices  advertised ;  that  the  method  of  advertising 
thus  employed  by  respondent  has  a  capacity  to  deceive  and  does 
deceive  purchasers  and  prospective  purchasers  into  the  belief  that 
re^ondent  is  selling  staples  and  other  groceries  at  prices  far  below 
its  competitors,  when  in  truth  and  in  fact  the  prices  obtained  by 
respondent  for  the  goods  sold  in  combination  lots  or  assortments 
as  a  whole  are  substantially  the  same  or  greater  than  the  prices  which 
retail  grocers  generally  obtain  for  like  assortments  as  a  whole. 

Par.  5.  That  the  respondent.  Big  Four  Grocery  Co.,  for  more 
than  six  months  last  past  in  commerce  aforesaid  has  published  and 
printed  in  the  advertisements  circulated,  as  aforesaid,  price  lists 
comparing  the  prices  charged  by  it  to  the  average  retail  price 
charged  by  its  competitors;  that  the  average  retail  price  lists  so 
advertised  and  published  are  false  and  misleading  and  ar^  cal- 
culated and  designed  to  and  do  mislead  the  trade  and  general  public 
into  the  belief  that  such  average  retail  prices  are  higher  than  they 
are  in  truth  and  in  fact,  thereby  imputing  respondent's  competitors 
with  the  purpose  of  charging  more  than  a  fair  price  for  their 
groceries. 
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EEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDEB. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Septem- 
ber 26,  1914,  the  Federal  Trade  Commission  issued  and  served  an 
amended  complaint  upon  the  respondent,  Big  Four  Grocery  Co.^ 
charging  it  with  the  use  of  unfair  methods  of  competition  in  com- 
merce, in  violation  of  the  provisions  of  said  act. 

The  respondent  having  failed  to  answer  said  amended  complaint 
"within  the  time  prescribed  by  law  and  the  rules  of  practice  of  the 
Commission,  or  at  all,  due  notice  was  served  upon  the  respondent  of 
the  time  and  place  of  hearing,  and  thereupon  hearings  were  had  be- 
fore an  examiner  of  the  Commission  theretofore  duly  appointed,  and 
testimony  was  introduced  and  evidence  received  in  support  of  the 
allegations  of  the  amended  complaint,  and  the  respondent,  by  its 
attorney,  Charles  B.  Stafford,  appeared  and  stated  of  record  that 
it  would  neither  submit  testimony  nor  make  a  defense  herein. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  fuUy  considered  the  record,  and  being  now  fully 
advised  in  the  premises,  makes  this  its  findings  as  to  the  facts  and 
conclusions: 

FINDINGS  AS  TO  THE  FACTTS, 

Paragraph  1.  That  the  respondent,  the  Big  Four  Grocery  Co.,  at 
the  time  of  the  issuance  of  the  amended  complaint  herein,  was  a 
corporation  organized,  existing,  and  doing  business  under  and  by 
virtue  of  the  laws  of  the  State  of  Illinois,  having  its  principal  office 
end  place  of  business  located  at  the  city  of  Chicago,  in  said  State,  and 
at  the  time  of  the  issuance  of  the  amended  complaint  herein  and  for 
more  than  one  year  therefrom  has  been  engaged  in  the  business  of 
selling  and  shipping  grocery  products,  in  combination  or  assortment 
lots,  from  the  city  of  Chicago,  in  the  State  of  Illinois,  to  purchasers 
thereof  located  throughout  the  various  States  and  Territories  of 
the  United  States,  and  the  District  of  Columbia,  in  direct  competition 
with  other  persons,  firms,  copartnerships,  and  corporations  similarly 
engaged. 

Par.  2.  That  during  all  of  the  time  herein  mentioned  the  re- 
spondent in  the  course  of  its  business  as  aforesaid  has  conducted  and 
now  conducts  the  same  through  the  medium  of  advertisements,  cata- 
logues, and  other  printed  and  written  matter,  published  and  circu- 
lated through  the  various  States  and  Territories  of  the  United  States 
and  the  District  of  Columbia. 
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Par.  3.  That  combinations  or  assortments  of  grocery  products 
sold  by  the  respondent  as  aforesaid  contain  many  different  items  of 
groceries;  that  one  or  more  of  the  items  of  groceries  contained  in 
each  combination  or  assortment  consist  of  staple  articles  the  quality 
and  retail  prices  of  which  are  well  known  to  the  purchasing  public ; 
that  the  remaining  articles  in  each  combination  or  assortment,  which 
constitute  the  greater  part  of  said  combination  or  assortment,  consist 
of  articles  the  quality  and  retail  prices  of  which  are  not  well  known 
to  the  purchasing  public. 

Par.  4.  That  in  said  advertisements  and  catalogues  published  and 
circulated  by  the  respondent  as  aforesaid  are  printed  and  set  forth 
the  prices  alleged  to  be  charged  by  the  respondent  for  each  item 
comprising  each  combination  or  assortment  of  groceries;  that  the 
prices  alleged  to  repi^esent  the  sale  prices  of  said  staple  articles  are 
less  than  the  prices  at  which  the  respondent  purchases  said  articles; 
that  the  alleged  sale  prices  of  these  articles  of  which  the  quality 
and  prices  are  not  known  to  the  purchasing  public,  are  sufficiently 
high  to  enable  the  respondent  to  make  a  satisfactory  profit  on  the 
aggregate  items  comprising  each  combination  or  assortment;  that 
said  advertisements  and  catalogues  have  the  tendency  and  capacity 
to,  and  do,  mislead  and  deceive  the  purchasing  public  into  the  belief 
that  the  respondent  sells  each  and  every  item  of  groceries  contained 
in  said  combinations  or  assortments  at  a  certain  definite  price  and 
that  those  articles  of  which  the  quality  and  price  are  not  well  known 
to  the  purchasing  public  are  sold  by  the  respondent  at  prices  as 
low,  proportionately,  as  the  prices  which  respondent  represents  as 
the  selling  price  of  said  staple  articles,  whereas,  in  truth  and  in  fact, 
the  respondent  does  not  sell  any  separate  article  comprising  said 
combinations  or  assortments  of  groceries  at  a  definite  price,  but  sells 
only  the  said  entire  combinations  or  assortments  at  such  a  definite 
price  as  will  allow  respondent  a  satisfactory  profit  thereon,  and 
will  not  sell  separately  any  article  mentioned  in  any  of  its  combina- 
tions or  assortments  of  groceries. 

Par.  5.  That  in  said  advertisements  and  catalogues,  published  and 
circulated  as  aforesaid,  the  respondent  has,  at  all  times  herein  men- 
tioned, represented  that  the  prices  of  its  combinations  or  assort- 
ments of  groceries,  and  the  prices  of  individual  items  thereof  are 
less  than  the  prices  at  which  such  combinations  or  assortments,  and 
such  individual  items  are  sold  by  its  competitors ;  whereas,  in  truth 
and  in  fact,  similar  combinations  or  assortments  of  better  quality 
and  similar  individual  items  of  better  quality  could  have  been  pur- 
chased at  considerably  less  prices  from  competitors  of  the  respondent 
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Pab.  6.  That  in  said  advertisements  and  catalogues,  published  and 
circulated  as  aforesaid,  the  respondent  has  at  all  times  herein  men- 
tioned represented  that  it  is  selling  sugar  at  4^  cents  a  pound,  flour 
at  $7.98  a  barrel,  and  Fels  Naptha  soap  at  2  cents  a  bar,  and  Quaker 
Oats  at  4  cents  a  package;  whereas,  in  truth  and  in  fact,  the  re* 
spondent  does  not  sell  the  aforesaid  staples  or  any  other  product 
named  as  an  item  in  said  combinations  or  assortments  at  prices  which 
respondent  specifies  in  connection  therewith* 

• 

CONCLUSIONS. 

That  the  methods  set  forth  in  the  foregoing  findings  of  facts, 
under  the  circmnstances  therein  set  forth,  are  unfair  methods  of 
competition,  in  violation  of  the  provisions  of  section  5  of  the  act  of 
Congress  approved  September  26,  1914,  entitled  ''An  act  to  create  a 
Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  amended  complaint  of  the  Commission,  the  state- 
ment of  the  respondent  by  its  attorney,  Charles  B.  Stafford,  Esq., 
that  it  would  not  make  a  defense  herein,  the  testimony  and  evidence 
in  support  of  the  allegations  of  the  complaint;  and  the  Commission 
having  made  its  findings  as  to  the  facts  with  its  conclusions  that  the 
respondent  has  violated  the  provisions  of  the  act  of  Congress  ap- 
proved September  26,  1914,  entitled  ''An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes," 

It  is  now  ordered^  That  the  respondent.  Big  Four  Grocery  Co.,  its 
officers,  agents,  representatives,  servants,  and  employees,  do  cease 
and  desist,  both  directly  and  indirectly,  in  the  course  of  interstate 
commerce,  from : 

1.  Publishing  or  circulating,  or  causing  to  be  published  or  circu- 
lated, catalogues  or  other  advertising  matter  wherein  there  are  of- 
fered for  sale  combinations  or  assortments  consisting  of  well-known 
products,  the  prices  and  quality  of  which  are  well  known  to  the  pur- 
chasing public,  and  unknown  products,  the  prices  and  quality  of 
which  are  unknown  to  the  purchasing  public,  when  said  well-known 
products  are  quoted  at  prices  below  cost  and  said  unknown  products 
quoted  at  sufficiently  increased  prices  to  offset  the  alleged  reduced 
prices  and  sufficient  to  render  a  profit  on  such  combinations  or  as- 
sortment& 
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2.  Publishing  or  circulating,  or  causing  to  be  published  or  circu- 
lated, catalogues  or  other  advertising  matter  wherein  is  set  forth 
any  false  or  misleading  statement  or  representation  concerning  the 
prices  at  which  groceries  are  offered  for  sale  by  respondent  or  con- 
cerning the  prices  at  which  its  competitors  sell  groceries  or  concern- 
ing the  business  methods  employed  by  its  competitors. 

It  is  fvrthsr  ordered^  That  tlie  respondent,  within  60  days  after 
the  date  of  service  upon  it  of  this  order,  file  wUh  the  Commission 
a  report  in  writing,  setting  forth  in  detail  the  manner  and  form 
in  which  it  has  complied  with  the  order  to  cease  and  desist  herein- 
before set  forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

FEDERAL  PRESS,  INC.,  AND  0.  W.  PARKER. 

OOHPIiAINT  IN  THE  HATTER  OF  THE  AIXJBQED  VIOLATION  OF  SBCTION  5  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  02^— March  SO,  1821. 

Stllabitb. 

Where  a  corporation  haying  offices  In  many  of  the  more  Important  cities  had 
long  engaged  in  the  biennial  publication  of  the  well-known  reference  book 
Who's  Who  (Who's  Who  In  America),  the  general  appearance  of  which 
was  uniformly  the  same,  and  thereafter  a  competitor,  with  the  intent  and 
effect  of  misleading  the  public  into  confusing  it  with  said  c<Mrporati<m,  and 
thereby  securing  desired  data  and  subscriptions, 

(o)  Adopted  the  same  general  appearance  and  price  for  Its  publications  cap- 
tioned "Who's  Who  in  the  Northwest."  "Who's  Who  and  Why,"  and  (In 
preparation)  "Who's  Who  and  Why  In  the  United  States";  thereby 
deceiving  many  into  purchasing  Its  publications  for  those  of  said  cor- 
poration ; 

(b)  Sent  prospective  customers  circular  letters  containing  such  statements  as 
"  You  will  find  attached  a  proof  of  your  biographical  matter  prepared  for 
Insertion  In  the  forthcoming  edition  of  Who's  Who  and  Why,"  and  "At- 
tached hereto  Is  a  clipping  of  your  biographical  matjter  "  (taken  from  the 
latest  edition  of  Who's  Who),  requesting  any  necessary  additions  or  cor- 
rections and  its  return,  together  with  a  subscription  to  the  forthcoming 
edition  of  Who's  Who  and  Why,  following  the  method  used  by  the  original 
Who's  Who  in  soliciting  such  data  and  subscriptions,  and  thereby  mis- 
leading many  into  complying  In  the  belief  that  they  were  subscribing  to 
the  original  Who's  Who ; 

(0)  Used  the  method  above  set  forth  in  soliciting  sybscriptions  for  Who's  Who 
and  Why  in  the  United  States,  continuing,  however,  to  designate  the  pro- 
posed publication  as  "  Who's  Who  and  Why  " ;  and 

id)  Sent  to  prospective  customers,  following  the  method  of  Who' if  Who  with 
persons  not  former  subscribers,  blank  biographical  questionnaires  with  a 
request  for  data  for,  and  subscriptions  to  its  publications,  falsely  stating 
that  it  was  located  in  Washington  at  a  specified  address,  and  had  offices  in 
67  cities  named : 

Held,  That  such  simulation  and  practices,  under  the  circumstances  set  forth, 
constituted  unfair  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  the  Federal  Press  (Inc.) 
and  C.  W.  Parker,  hereinafter  referred  to  as  respondents,  are  now. 
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and  for  more  than  a  year  last  past  have  been,  using  unfair  methods 
of  competition  in  interstate  commerce  in  violation  of  the  provisions 
of  section  5  of  an  act  of  Congress  approved  September  26,  1914, 
entitled  '^An  act  to  create  a  Federal  Trade  Conmiission,  to  define 
its  powers  and  duties,  and  for  other  purposes,"  and  it  appearing 
that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of 
the  public,  issues  this  complaint,  stating  its  charges  in  that  respect 
on  information  and  belief  as  follows: 

Paragraph  1.  That  the  respondent  Federal  Press  (Inc.)  is  a  cor- 
poration organized  and  existing  under  the  laws  of  the  State  of 
Oregon,  with  principal  place  of  business  at  Portland,  in  said  State« 

Par.  2.  That  the  respondent,  C.  W.  Parker,  is  the  president  of  the 
respondent  Federal  Press  (Inc.)  and  owns  all  of  its  stock  except 
single  shares  held  by  each  of  two  business  associates,  which  stock 
is  held  by  such  business  associates  merely  to  enable  them  to  qualify 
as  officers  and  directors.  That  the  respondent,  C.  W.  Paricer,  is  in 
exclusive  charge  of  the  management  and  affairs  of  the  respondent 
Federal  Press  (Inc.). 

Par.  3.  That  the  respondents  publish  and  sell  books  entitled 
"  Who's  Who  in  the  Northwest,"  "  Who's  Who  and  Why,"  and  other 
books  under  similar  titles,  containing  personal  sketches  of  living 
Americans  and  in  some  instances  illustrated  by  a  picture  of  the  sub- 
ject  of  the  sketch.  Kespondents  cause  said  books  to  be  transported 
to  the  purchasers  thereof  from  the  State  of  Oregon  through  and  into 
other  States  of  the  United  States,  the  Territories  thereof,  and  the 
District  of  Columbia. 

Par.  4.  That  respondents'  books  are  made  of  approximately  the 
same  size,  color,  binding,  and  general  appearance  of  another  publi- 
cation containing  personal  sketches  of  living  Americans  whose  po- 
sition or  achievements  are  considered  by  the  publishers  to  be  of 
general  interest,  entitled  ^  Who's  Who  in  America,"  published  by 
A.  N.  Marquis  A  Co.,  of  Chicago,  111.,  which  books  were  sold  by 
respondents  at  the  same  price  as  that  obtained  for  the  Marquis 
publication,  and,  because  of  the  similarity  in  size,  binding,  and  gen- 
eral appearance  of  the  books  so  sold  by  respondents  to  Uiose  sold 
by  A.  N.  Marquis  &  Co.,  a  great  confuusion  has  resulted,  and  pur- 
chasers have  been  induced  to  buy  respondents'  books  upon  the  mis- 
taken belief  that  they  were  the  books  of  A.  N.  Marquis  &  Co.,  which 
through  years  of  usage  and  circulation  have  become  well  known  to 
the  public. 

Par.  5:  That  respondents,  as  a  means  of  inducing  persons  to 
buy  iheir  publications,  have  made  use  of  ciiGular  letters  accom- 
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panied  by  a  sketch  of  the  person  addressed  clipped  from  the  pub- 
lication entitled  "  Who's  Who  in  America,"  described  in  paragraph 
4  hereof,  with  the  statement  that  such  clipping  was  a  proof  of 
the  biographical  matter  of  the  person  addressed,  prepared  for 
insertion  in  a  forthcomiiig  edition  of  a  book  to  be  published  by 
respondents,  and  the  request  was  made  by  respondents  that  such 
additions  or  corrections  as  were  deemed  necessary  be  made  and  the 
proof  returned  to  respondents.  That  respondents  made  use  of  the 
further  statements  in  their  circular  letters  and  printed  matter  dis- 
tributed throughout  various  States  of  the  United  States,  soliciting 
purchases  of  their  books,  that  they  were  located  at  625  Kiggs 
Building,  Washington,  D.  C,  and  were  operating  in  57  different 
cities  in  various  States  of  the  United  States  and  in  Canada.  That 
such  statements  were  false  and  misleading  an4  were  calculated  to 
and  did  deceive  many  of  the  persons  addressed  into  purchasing 
respondents'  books,  believing  that  they  were  the  books  of  the  A.  N, 
Marquis  Co. 

Par.  6.  That  by  reason  of  the  facts  recited  the  respondent  is 
using  an  unfair  method  of  competition  in  commerce,  within  the 
intent  and  meaning  of  section  5  of  an  act  of  Congress  entitled  ''An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  approved  September  26,  1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

The  Federal  Trade  Commission,  having  issued  and  served  its 
complaint  herein,  wherein  it  is  alleged  that  it  has  reason  to  believe 
that  the  respondents,  Federal  Press  (Inc.)  and  C.  W.  Parker,  have 
been  and  are  using  unfair  methods  of  competition  in  interstate  com- 
merce in  violation  of  the  provisions  of  section  5  of  an  act  of  Con- 
gress, approved  September  26,  1914,  entitled  ^^An  act  to  create  a 
Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,"  and  that  a  proceeding  by  it  in  respect  thereof  would 
be  to  the  interest  of  the  public,  and  fully  stating  its  charges  in  that 
respect,  and  the  respondents  having  entered  their  appearances  by  C. 
W.  Parker,  duly  authorized  to  act  in  the  premises,  and  having  filed 
their  answer  admitting  that  certain  of  the  matters  and  things  alleged 
in  said  complaint  are  true  in  the  manner  and  form  therein  set 
forth  and  denying  others  therein  contained,  and  thereafter  having 
made  and  executed  an  agreed  statement  of  facts,  which  has  been 
heretofore  filed,  in  which  it  is  stipulated  and  agreed  by  the  respond- 
ents that  the  Federal  Trade  Commi^ion  shall  take  such  agreed  state- 
ment of  facts  as  the  facts  in  this  case  and  in  lieu  of  testimony  and 
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shall  proceed  forthwith  thereupon  and  issue  its  order  di£^)06ing 
of  this  proceeding  without  the  introduction  of  testimony  or  the  pres- 
entation of  argument  in  support  of  the  same,  and  waiving  any  and 
all  rights  they  may  have  to  require  the  introduction  of  such  testi- 
mony, the  Federal  Trade  Commission  now  makes  and  enters  this  its 
report,  stating  its  findings  as  to  the  facts  and  conclusions. 

FINDINGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent  Federal  Press  (Inc.)  is  a  cor- 
poration duly  incorporated  and  doing  business  under  and  by  virtue 
of  the  laws  of  the  State  of  Oregon,  with  its  principal  place  of  business 
in  the  city  of  Portland,  in  said  State.  That  C.  W.  Parker  is  the  presi- 
dent of  the  Federal  Press  (Inc.),  and  owns  all  of  its  stock  except 
single  shares  held  by  two  business  associates  in  order  to  enable  them 
to  qualify  as  officers  and  directors.  That  respondent  C.  W.  Parker 
is  exclusively  in  charge  of  the  management  and  affairs  of  the  respond- 
ent Federal  Press  (Inc.). 

Par.  2.  That  the  respondents  publish  and  sell  books  entitled 
"  Who's  Who  in  the  Northwest,"  "  Who's  Who  and  Why,"  "  Who's 
Who  and  Why  in  the  United  States,"  and  other  books  under  similar 
titles  containing  personal  sketches  of  living  Americans,  and  in  some 
instances  illustrated  by  a  picture  of  the  subject  of  the  sketch.  That 
the  respondents  cause  said  books  to  be  transported  to  the  purchasers 
thereof  from  the  State  of  Oregon  through  and  into  other  States  of 
the  United  States,  the  Territories  thereof,  and  the  District  of  Co- 
lumbia. 

Par,  3.  That  respondent  C.  W.  Parker  began  the  publication  of 
books  similar  to  those  described  in  paragraph  2  above  in  1909  with 
the  publication  of  an  edition  of  "Who's  Who  In  the  Northwest." 
That  neither  respondent  C.  W.  Parker  nor  any  company  in  which  he 
was  interested  published  in  the  United  States  any  other  book  or  books 
similar  to  those  described  in  paragraph  2  above  until  1917,  when  re- 
spondent C.  W.  Parker,  under  the  name  of  Western  Press  Associa- 
tion, got  out  another  edition  of  "  Who's  Who  in  the  Northwest." 

Par.  4.  That  respondent  C.  W.  Parker  in  1917  formed  and  incor- 
porated the  respondent  Federal  Press  (Inc.).  That  in  1919  respond- 
ent C.  W.  Parker  published,  under  the  name  of  Federal  Press  (Inc.), 
a  book  similar  to  those  described  in  paragraph  2  above  and  entitled 
"Who's  Who  and  Why."  That  at  the  time  the  Commission  com- 
menced this  investigation,  about  March  19,  1920,  respondents  had  in 
process  of  preparation  a  book  similar  to  those  described  in  paragraph 
2  above  which  was  to  be  issued  under  the  title, "  Who's  Who  and  Why 
in  the  United  States." 
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Par.  5.  That  A.  N.  Marquis  &  Co.  of  Chicago,  111.,  has  published 
biannually  since  1899,  at  Chicago,  111.,  a  book  containing  personal 
sketches  of  living  Americans  under  the  title,  "Who's  Who  in 
America,"  and  has  caused  this  book  to  be  transported  from  the  said 
State  of  Illinois  through  and  into  every  other  State  of  the  United 
States,  the  Territories  thereof,  and  the  District  of  Columbia.  That 
through  many  years  of  usage  and  circulation  this  publication  has 
become  well  known  to  the  public  and  is  generally  known  throughout 
the  United  States  as  "  Who's  Who." 

Pab.  6.  That  all  editions  of  the  above-referred-to  publication  of 
A.  N.  Marquis  &  Co.  has  been  of  approximately  the  same  size,  color, 
binding,  and  general  appearance.  That  respondents'  books  are  made 
of  approximately  the  same  size,  color,  binding,  and  general  appear- 
ance as  the  publication  above  referred  to  of  A.  N.  Marquis  &  Co* 
That  respondents  sold  their  books  at  the  same  price  as  that  obtained 
for  the  Marquis  publication.  That  because  of  this  similarity  in 
size,  color,  binding,  general  appearance,  and  price  many  persons 
bought  respondents'  books  believing  them  to  be  the  publication  above 
referred  to  of  A.  N.  Marquis  &  Co. 

Par.  7.  That  A.  N.  Marquis  &  Co.  for  many  years  has  solicited 
data  for  and  subscription  to  its  publication,  "Who's  Who  in 
America,"  by  means  of  circular  letters,  accompanied  by  a  sketch  of 
the  person  addressed  clipped  from  the  latest  previous  edition  of  the 
publication  Who's  Who  in  America,  requesting  a  revision  and  return 
of  the  sketch  and  a  subscription  to  the  forthcoming  edition  of  the 
publication.  That  it  also  solicited  data  for  its  publication,  particu- 
larly from  those  of  whom  sketches  did  not  appear  in  previous  edi- 
tions of  the  work,  by  means  of  a  blank  biographical  questionnaire. 

Pak.  8.  That  respondents,  as  a  means  of  securing  data  for  and  sub- 
scription to  their  books,  sent  from  Portland,  Oreg.,  to  many  persons 
throughout  various  States  of  the  United  States,  the  Territories 
thereof,  and  the  District  of  Columbia,  circular  letters  containing  the 
statement,  ^^  You  will  find  attached  a  proof  of  your  biographical  mat- 
ter prepared  for  insertion  in  the  forthcoming  edition  of  Who's  Who 
and  Why,"  and  requesting  that  such  additions  or  corrections  as  were 
deemed  necessary  be  made  and  the  proof  returned  to  respondents,  to 
which  letters  were  attached  the  biographieal  matter  of  the  person 
addressed  clipped  from  the  latest  previous  edition  of  Who's  Who  in 
America,  described  above.  The  circular  letters  also  requested  the 
parties  addressed  to  subscribe  to  Who's  Who  and  Why.  That  many 
persons  to  whom  such  circular  letters  were  sent  revised  the  bio- 
graphical matter  attached,  returned  it  to  respondents,  and  subscribed 
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to  their  publication  believing  it  to  be  the  book  above  described  of 
A.  N.  Marquis  &  Co. 

Par.  9.  That  respondents,  as  a  means  of  securing  data  for  and  sub- 
scriptions to  their  books,  sent  from  Portland,  Oreg.,  to  many  persons 
throughout  the  various  States  and  Territories  of  the  United  States 
and  the  District  of  Columbia  circular  letters  to  which  were  attached 
the  biographical  matter  of  the  person  addressed  clipped  from  the 
latest  previous  edition  of  Who's  Who  in  America,  above  described, 
and  which  letters  contained  the  statement,  ^^  Attached  hereto  is  a  clip- 
ping of  your  biographical  matter.  Will  you  kindly  make  such  cor- 
rection or  additions  as  may  be  necessary  or  that  you  may  desire,  and 
return  same  to  us  by  an  early  mail  for  insertion  in  Who^s  Who  and 
Why."  The  circular  letters  also  requested  a  subscription  to  the  forth- 
coming edition  of  the  publication  from  the  party  addressed.  That 
many  persons  to  whom  such  circular  letters  were  sent  revised  the 
biographical  matter  attached,  returned  it  to  respondents,  and  subr 
scribed  to  their  publication  believing  it  to  be  the  book  above  de- 
scribed of  A.  N.  Marquis  &  Co. 

Par.  10.  That  respondents  used  the  methods  described  in  para- 
graphs 8  and  9  above  in  soliciting  data  for  and  subscriptions  to  their 
publication  to  be  known  as  "  Who's  Who  and  Why  in  the  United 
States,"  continuing  in  the  circular  letters  to  designate  the  publication 
as  "  Who's  Who  and  Why." 

Par.  11.  That  A.  N.  Marquis  &  Co.,  in  connection  with  the  publi- 
cation and  distribution  of  Who's  Who  in  America,  for  many  years 
has  maintained  offices  or  agencies  in  many  of  the  more  prominent 
cities  of  the  United  States,  and  this  is  generally  known  to  those 
familiar  with  its  publication. 

Par.  12.  That  the  biographical  questionnaires  requesting  data  for 
and  subscriptions  to  their  publications  sent  by  respondents  from  Port- 
land, Oreg.,  to  some  persons  in  other  States  and  Territories  of  the 
United  States  and  the  District  of  Columbia,  contained  the  state- 
ments that  respondents  were  located  at  625  Riggs  Building,  Wash- 
ington, D.  C,  and  were  operating  in  57  different  cities  in  various 
States  of  the  United  States  and  Canada.  That  in  practically  none 
of  these  cities  did  respondents  ever  have  any  offices  or  places  of 
business.  That  those  named  merely  represent  cities  from  which 
respondents  have  secured  subscribers.  That  respondents  for  about 
a  year  maintained  an  office  for  the  receipt  and  forwarding  of  mail 
only,  at  625  Riggs  Building,  Washington,  D.  C. 

Par.  13.  That  because  of  the  representations  described  in  para- 
graph 12  above  some  persons  in  various  States  of  the  United  States 
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furnished  respondents  biographical  data,  believing  that  respondents 
were  the  publishers  of  the  book  entitled  "  Who's  Who  in  America." 

Par.  14.  That  the  similarity  in  the  names  for  respondents'  publica- 
tions to  the  name  for  the  publication  of  A.  N.  Marquis  &  Co.,  when 
taken  in  connection  with  the  above-described  acts  of  respondents,  is 
calculated  to  and  has  produced  confusion  in  the  minds  of  the  public 
and  deceived  and  misled  many  of  it  into  subscribing  to  and  purchas- 
ing respondents'  publications,  believing  that  they  were  the  books  of 
A.  N.  Marquis  &  Co. 

Par.  15.  That  the  above-described  acts  of  respondents  were  in- 
tended to  and  did  mislead  and  deceive  many  persons  into  furnishing 
data  for,  subscribing  to,  and  purchasing  respondents'  books,  be- 
lieving that  they  were  the  books  of  A.  N.  Marquis  &  Co. 

CONCLUSIONS. 

That  the  methods  of  competition  set  forth  in  the  foregoing  find- 
ings as  to  the  facts,  under  the  circimistances  therein  set  forth,  are 
unfair  methods  of  competition  in  commerce,  in  violation  of  the  pro- 
visions of  section  5  of  an  act  of  Congress,  approved  September  26, 
1914,  entitled  ^^An  act  to  create  a  Federal  Trade  Commission,  to  de- 
fine its  powers  and  duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

The  Federal  Trade  Commission,  having  issued  and  served  its 
complaint  herein  and  the  respondents,  Federal  Press  (Inc.)  and  C. 
W.  Parker,  having  entered  their  appearances  by  C.  W.  Parker,  duly 
authorized  and  empowered  to  act  in  the  premises,  and  having  filed 
their  answer  and  thereafter  having  made  and  executed  and  filed  an 
agreed  statement  of  facts  in  which  it  is  stipulated  and  agreed  that 
the  Federal  Trade  Commisi^ion  shall  take  such  agreed  statement  of 
facts  as  the  facts  in  this  case  and  in  lieu  of  testimony  and  proceed 
forthwith  upon  the  same  and  enter  its  order  without  the  introduction 
of  testimony,  and  waiving  therein  any  and  all  right  to  require  the 
introduction  of  testimony  or  the  presentation  of  argument  in  support 
of  the  same,  and  the  Federal  Trade  Commission  having  made  and 
entered  its  report,  stating  its  findings  as  to  the  facts  and  conclusions 
that  the  respondents  have  violated  section  5  of  an  act  of  Congress 
approved  September  26,  1914,  entitled  ^'An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other  pur- 
poses," which  said  report  is  hereby  referred  to  and  made  a  part 
hereof:  Now,  thereforei 
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It  is  ordered^  That  the  respondents,  Federal  Press  (Inc.)  and  C.  W. 
Parker,  their  officers,  agents,  representatives,  servants,  and  employees 
cease  and  desist : 

(1)  Using  upon  any  publication  containing  sketches  of  living 
Americans  the  words  "  Who's  Who,"  unless  it  is  clearly,  definitely, 
distinctly,  and  unmistakably  shown  to  the  public  that  sudi  publica- 
tion is  not  that  of  A.  N.  Marquis  &  Co. 

(2)  Making  their  books  containing  sketches  of  living  Americans  of 
so  nearly  the  same  size,  color,  binding,  general  appearance,  and  price 
as  to  confuse  and  mislead  the  public  into  believing  them  the  publica- 
tion of  A.  N,  Marquis  &  Co. 

(3)  Using  biographical  data  from  A.  N.  Marquis  &  Co.'s  pub- 
lications in  soliciting  data  for  and  subscriptions  to  their  publications 
unless  it  be  clearly,  definitely,  distinctly,  and  unmistakably  shown 
that  such  biographical  matter  is  from  the  publications  of  A.  N. 
Marquis  &  Co.  and  that  the  data  requested  and  subscriptions  asked 
are  not  for  a  publication  of  A.  N.  Marquis  &  Co. 

(4)  Sepresenting  themselves  as  operating  in  any  city  or  cities  of 
the  United  States  and  Canada  in  which  they  do  not  actually  main- 
tain offices  or  places  of  business. 

It  is  further  ordered^  That  the  respondents.  Federal  Press  (Inc.) 
and  C.  W.  Parker,  file  a  report  in  writing  with  the  Commission  30 
days  from  notice  hereof,  stating  in  detail  the  manner  in  which  this 
order  has  been  complied  with  and  conformed  to. 
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V. 

RUNYAN  COMPANY. 

COMPLAINT  IN  THE  HATTER  OF  THE  ALI^GED  VIOLATION  OF  SECTION  6  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEFTEMHER  26,  1914. 

Docket  654— March  80,  1921. 

Stllabitb. 

Where  a  corporation  engaged  in  the  business  of  repairing  and  fornishing  repair 
parts  to  ships,  gave  to  captains  and  other  employees  of  vessels,  without  the 
knowledge  and  consent  of  their  employers,  valuable  gifts,  cash  commis- 
sions and  gratuities  as  an  Inducement  to  have  the  ships  operated  by  them 
repaired  by  it: 

Held,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Runyan  Co.,  herein- 
after referred  to  as  respondent,  has  been  and  is  using  unfair  methods 
of  competition  in  interstate  commerce  in  violation  of  the  provisions 
of  section  5  of  an  act  of  Congress  approved  September  26,  1914,  en-, 
titled,  "An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,**  and  it  appearing  that  a 
proceeding  by  it. in  respect  thereof  would  be  to  the  interest  of  the 
pubUc,  issues  this  complaint  stating  its  charges  in  that  respect  on 
information  and  belief  as  follows: 

Paragraph  1.  That  the  respondent  is  a  corporation  organized 
under  the  laws  of  the  State  of  Florida,  with  principal  place  of  busi- 
ness at  Pensacola,  in  said  State. 

Par.  2.  That  respondent  is  engaged  in  the  business,  among  other 
things,  of  repairing  and  furnishing  repair  parts  to  ships  which  reach 
the  port  of  Pensacola,  while  engaged  in  the  transportation  of  passen- 
gers and  cargoes  between  ports  in  various  States  of  the  United  States, 
and  the  transportation  of  passengers  and  cargoes  between  ports  of  the 
United  States  and  foreign  nations,  in  direct,  active  competition  with 
other  persons,  partnerships,  and  corporations  similarly  engaged. 

Par.  3.  That  respondent,  in  the  course  of  its  business  as  described 
in  paragraph  2  hereof,  gives  and  has  given  to  captains  and  other 
officers  and  employees  of  vessels  reaching  the  port  of  Pensacola, 
valuable  gifts  and  cash  commissions  and  gratuities  to  induce  such 
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captains,  officers,  and  employees  to  have  the  ships  operated  by  them 
for  the  owners  thereof  repaired  and  repair  parts  for  same  furnished 
by  respondent,  and  without  other  consideration  therefor. 

Pab.  4.  That  by  reason  of  the  facts  recited,  the  respondent  has 
been  using  an  unfair  method  of  competition  in  conmierce  within  the 
intent  and  meaning  of  section  6  of  an  act  of  Congress  entitled,  "An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  pothers  and 
duties,  and  for  other  purposes,"  approved  September  26, 1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep* 
tember  26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  the  Runyan  Co.,  charging  it  with 
the  use  of  unfair  methods  of  competition  in  conmierce  in  violation  of 
the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  and  filed  its  answer 
herein  and  having  stipulated  and  agreed  that  a  statement  of  facts 
signed  and  executed  by  Adrian  F.  Busick,  acting  chief  counsel  for  the 
Commission,  and  the  respondent,  subject  to  the  approval:  of  the  Com- 
mission, are  the  facts  in  this  proceeding  and  shall  be  taken  by  the 
Federal  Trade  Commission  as  such  and  in  lieu  of  testimony,  and 
agreeing  and  consenting  that  the  Federal  Trade  Conmiission  shall 
forthwith  proceed  upon  said  agreed  statement  of  facts  to  make  and 
enter  its  findings  as.  to  the  facts,  its  conclusion,  and  order,  without 
the  introduction  of  testimony,  and  thereupon  tins  proceeding  came 
on  for  final  hearing,  and  the  respondent  having  waived  the  filing  of 
briefs  and  oral  argument,  and  the  Commission,  having  duly  con- 
sidered the  record  and  now  being  fully  advised  in  the  premises,  makes 
this  its  findings  as  to  facts  and  conclusion : 

FINDINGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent,  the  Runyan  Co.,  is  a  corpora- 
tion organized  and  existing  under  and  by  virtue  of  the  laws  of  the 
State  of  Florida,  having  its  principal  place  of  business  located  at  the 
city  of  Pensacola,  in  said  State,  and  is  now  and  at  all  times  herein- 
after mentioned  has  been  engaged  in  the  business  of  repairing  and 
furnishing  repair  parts  to  ships  which  reach  the  port  of  Pensacola 
while  engaged  in  the  transportation  of  passengers  and  cargoes  be- 
Inveen  ports  in  the  variou^B  States  of  the  United  States  and  the  trans- 
portation of  passengers  and  cargoes  between  ports  of  the  United 
States  and  foreign  eountries,  in  direct,  active  competition  with  other 
persons,  partnerships,  and  corporation^  similarly  engaged^  that  tlie 
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respondent  carries  or  causes  to  be  carried  aboard  such  vessels  so  en- 
gaged materials  and  repair  parts,  and  sends  its  employees  aboard 
such  vessels  to  install  such  parts  and  make  such  repairs  thereon  as 
may  be  required  by  the  owners  of  such  vessels. 

Far.  2.  That  the  respondent,  the  Eunyan  Co.,  in  the  course  of  its 
business,  as  described  in  paragraph  1  above,  for  several  years  last 
past  has  given  to  captains  and  other  officers  and  employees  of  vessels 
reaching  the  port  of  Pensacola,  without  the  knowledge  and  consent 
of  their  employers  and  without  other  consideration  therefor,  valu- 
able gifts,  cash  commissions,  and  gratuities  as  an  inducement  to 
have  the  ships  operated  by  them  for  the  owners  thereof  repaired 
and  repair  parts  for  same  furnished  by  the  respondent  and  to  retain 
the  good  will  of  such  officers  and  employees  and  to  secure  their  ap- 
proval of  said  work  and  to  influence  them  to  recommend  to  their  em- 
ployers that  repair  work  on  vessels  owned  by  their  employers  when 
calling  at  the  port  of  Pensacola  be  given  to  the  respondent. 

CONCLUSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods  of 
competition  in  interstate  and  foreign  commerce  and  constitute  a 
violation  of  an  act  of  Congress  approved  September  26,  1914,  en- 
titled ^^  An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondent,  and  an  agreed  statement  of  facts,  and  the  Commission 
having  made  its  findings  as  to  the  facts  with  its  conclusion  that  the 
respondent  has  violated  the  provisions  of  an  act  of  Congress  ap- 
proved September  26,  1914,  entitled  "An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes," 

It  is  ordered^  That  the  respondent,  the  Runyan  Co.,  and  its  officers, 
directors,  agents,  servants,  and  employees,  cease  and  desist  from 
directly  or  indirectly  giving  to  captains  and  other  officers  and 
employees  of  vessels,  valuable  gifts,  cash  commissions,  or  gratuities 
as  an  inducement  to  have  the  ships  operated  by  them  for  the  owners 
thereof  repaired  and  repair  parts  for  the  same  furnished  by  the 
respondent  or  to  retain  their  good  will  or  secure  their  approval  of 
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such  repair  work  or  to  influence  them  to  recommend  to  their  em- 
ployers that  repair  work  on  vesscb  owned  by  said  employers,  when 
calling  at  the  port  of  Pensacola,  be  given  to  the  respondent. 

It  is  further  ordered^  That  the  respondent,  within  60  days  after 
the  date  of  the  service  upon  it  of  this  order,  file  with  the  Commission 
a  report  in  writing  setting  forth  in  detail  the  manner  and  form  in 
which  it  has  complied  with  the  order  to  cease  and  desist  hereinbefore 
set  forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

MARINE  SUPPLY  COMPANY. 

COMPLAINT  IK  THE  MATTES  OF  THE  ALLEGED  VIOLATION  OF  SECTION  5  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  675.— March  30,  1921. 

STLUkBUS. 

Where  a  corporation  engaged  in  the  sale  of  ship  chandlery,  gave  to  captains 
and  other  officers  of  vessels  to  which  it  famished  supplies,  without  the 
knowledge  and  consent  of  their  employers,  sums  of  money  and  presents  as 
an  inducement  to  purchase  supplies : 

Reld,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Marine  Supply  Co., 
hereinafter  referred  to  as  respondent,  has  been  and  is  using  unfair 
methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  6  of  an  act  of  Congress,  approved  September 
26, 1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,''  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  that  respect 
on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent  is  a  corporation  organized  un- 
der the  laws  of  the  State  of  Virginia,  with  principal  place  of  business 
at  Norfolk,  in  said  State. 

Par.  2.  That  respondent  is  engaged  in  the  business  of  selling  ship 
chandlery  supplies  for  ships  engaged  in  transporting  passengers  and 
cargoes  between  ports  in  various  States  of  the  United  States,  and 
transporting  passengers  and  cargoes  between  ports  of  the  United 
States  and  foreign  nations,  and  delivers  such  supplies  when  sold,  to 
ships  reaching  the  port  of  Norfolk,  while  engaged  in  coastwise  and 
foreign  commerce  as  herein  described,  such  supplies  being  for  con- 
sumption and  use  upon  the  high  seas  in  and  beyond  the  territorial 
jurisdiction  of  the  United  States,  said  business  being  conducted  by 
respondent  in  direct,  active  competition  with  other  persons,  partner- 
ships, and  corporations  similarly  engaged. 

Par.  3.  That  respondent  in  the  course  of  its  business  as  described 
in  paragraph  2  hereof  gives  and  has  given  to  captains  and  other 
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officers  and  employees  of  vessels  to  which  it  furnishes  ship  chandlery 
supplies,  valuable  gifts  and  cash  commissions  and  gratuities  to  induce 
such  officers  and  employees  to  purchase  ship  chandlery  supplies  from 
respondent  and  without  other  consideration  therefor. 

Par.  4.  That  by  reason  of  the  facts  recited,  the  respondent  is  using 
an  unfair  method  of  competition  in  commerce,  within  the  intent  and 
meaning  of  section  5  of  an  act  of  Congress  entitled  ^^An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,"  approved  September  26,  1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  Marine  Supply  Co.,  charging  it 
with  the  use  of  unfair  methods  of  competition  in  interstate  and  for- 
eign commerce,  in  violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  and  filed  its  answer 
herein  and  having  stipulated  and  agreed  that  a  statement  of  facts, 
signed  and  executed  by  Adrian  F.  Busick,  acting  chief  counsel  for  the 
Federal  Trade  Commission,  and  the  respondent,  subject  to  the  ap- 
proval of  the  Commission,  shall  be  taken  by  the  Commission  in  lieu 
of  testimony,  and  agreeing  and  consenting  that  the  Federal  Trade 
Commission  shall  forthwith  proceed  to  make  and  enter  its  findings 
as  to  the  facts,  its  conclusion,  and  order  disposing  of  this  proceeding 
without  the  introduction  of  testimony  in  support  thereof ;  and  there- 
upon this  proceeding  came  on  for  final  hearings,  and  the  attorneys, 
having  waived  the  filing  of  briefs  and  oral  argument,  and  the  Com- 
mission, having  duly  considered  the  record  and  now  being  fully  ad- 
vised in  the  premises,  makes  this  its  findings  as  to  the  facts  and  con- 
clusion: 

FINDINGS  AS  TO  THE  FACTS. 

Pabagraph  1.  That  the  respondent,  the  Marine  Supply  Co.,  is  a 
corporation  organized  and  existing  under  the  laws  of  the  State  of 
Virginia,  having  its  principal  office  and  place  of  business  at  the  city 
of  Norfolk,  in  said  State,  and  is  now  and  at  all  times  hereinafter 
mentioned  has  been  engaged  in  the  business  of  selling  ship  chan- 
dlery supplies  for  ships ;  that  in  the  conduct  of  this  business  respon- 
dent purchases  such  supplies  in  the  various  States  of  the  United 
States  and  transports  same  through  other  States  to  the  city  of  Nor- 
folk, State  of  Virginia,  where  the  same  are  sold  and  delivered  to 
ships  engaged  in  transporting  passengers  and  cargoes  between  ports 
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in  the  various  States  of  the  United  States,  and  in  transporting  pas- 
sengers and  cargoes  between  ports  of  the  United  States  and  foreign 
ooimtries,  and  delivers  such  supplies  when  sold,  to  ships  reaching  the 
port  of  Norfolk,  while  engaged  in  coastwise  and  foreign  commerce  as 
herein  described,  such  supplies  so  sold  by  respondent  being  for  con- 
sumption and  use  by  the  purchasers  thereof  upon  the  high  seas  in 
and  beyond  the  territorial  jurisdiction  of  the  United  States,  said 
business  being  conducted  by  respondent  in  direct,  active  competition 
with  other  persons,  partnerships,  and  corporations  similarly  engaged. 
Pab.  2.  That  the  respondent,  the  Marine  Supply  Co.,  in  the  course 
of  its  business  as  described  in  paragraph  1  hereof,  during  the  year 
last  past  and  since  August  1,  1919,  has  given  to  captains  and  other 
officers  of  vessels  to  which  it  has  sold  and  delivered  ship  chandlery 
supplies^  without  the  knowledge  and  consent  of  their  employers  and 
without  other  consideration  therefor,  sums  of  money  and  presents, 
ranging  in  value  from  $5  to  $20,  to  induce  such  captains  and  officers 
to  purchase  from  the  respondent  ship  chandlery  supplies  for  the 
ships  operated  by  them  for  the  owners  thereof. 

OONCLUSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  and  foreign  commerce  and  constitute 
a  violation  of  the  act  of  Congress  approved  September  26,  1914, 
entitled,  ^^An  act  to  create  a  Federal  Trade  Commission,  to  define 
its  powers  and  duties,  and  for  other  purposes." 

OKDSR  TO  OBASB  AKD  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  answer  of  respondent, 
and  an  agreed  statement  of  facts,  and  the  Conmiission  having  made 
its  findings  as  to  the  facts  with  its  conclusion  that  the  respondent  has 
violated  the  provisions  of  the  act  of  Congress  approved  September 
26, 1914,  entitled  ^^An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes," 

It  is  now  ordered^  That  the  respondent,  the  Marine  Supply  Co., 
and  its  officers,  directors,  agents,  servants,  and  employees  cease  and 
desist  from  directly  or  indirectly  giving  to  captains  and  other  offi- 
cers of  vessels,  sums  of  money  and  valuable  presents  as  an  inducement 
to  influence  such  captains  and  officers  to  purchase  from  the  re- 
spondent ship  chandlery  supplies  for  the  vessels  operated  by  them 
for  the  owners  thereof. 
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It  is  further  ordered^  That  the  respondent,  within  60  days  after  the 
date  of  the  service  upon  it  of  this  order,  file  with  the  Commission  a 
report  in  writing  setting  forth  in  detail  the  manner  and  form  in 
which  it  has  complied  with  the  order  to  cease  and  desist  hereinbefore 
set  forth. 


▲ccoTJin^nflro  machine  go.,  iNa  861 

Oomplalnt 


FEDERAL  TRADE  COMMISSION 

V. 

ACCOUNTING  MACHINE  COMPANY,  INC. 

COMPLAINT  IN  THE  MATTEB  OF  THE  ALLEGED  VIOLATION  OF  SECTION  6  OF 
AN  ACT  OF  CONGRESS  APPBOVED  SEPTEMBER  26,  1014. 

Docket  706--^March  80,  1821. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  a  calculating 
machine  advertised  that  Its  product  had  been  adopted  by  the  Federal 
Government,  the  dty  of  New  York,  and  numerous  nationally  known  indus- 
trial concerns,  and  that  85  per  cent  of  the  leading  concerns  of  the  country 
solved  their  accounting  problems  by  Its  use,  the  fact  being  that  its  use  was 
limited  in  practical^  all  instances  to  the  simpler  accounting  transactions 
and  that  tor  important  work  other  machines  were  used : 

Held,  That  such  false  and  misleading  advertising,  under  the  circumstances  set 
forth,  constituted  an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Accounting  Machine 
Co.  (Inc.),  hereinafter  referred  to  as  the  respondent,  has  been  and 
is  using  imfair  methods  of  competition  in  violation  of  the  pro- 
visions of  section  5  of  an  act  of  Congress  approved  September  26, 
1914,  entitled  ^An  ftet  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,"  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  this  respect 
on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent  is  a  corporation  organized 
under  the  laws  of  the  State  of  New  York,  with  principal  plaice  of 
business  in  New  York  City,  in  said  State. 

Pab.  2.  That  the  respondent  is  engaged  in  the  business  of  manu- 
facturing and  selling  a  small  desk  calculating  machine  which  it  has 
designated  as  the  '^  Amco,"  and  respondent  causes  machines  sold  by 
it  to  be  transported  to  the  purchasers  thereof  from  the  State  of  New 
York,  through  and  into  other  States  of  the  United  States,  in  direct, 
active  competition  with  other  persons,  partnershipS|  and  corporations 
similarly  epgafed. 
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Pab.  3.  That  respondent  in  the  course  of  its  business,  as  described 
in  paragraph  2  hereof,  makes  use  of  post  cards,  window  cards,  letter- 
heads, folders,  and  other  advertising  matter  which  contain  the  state- 
ment that  the  machine  sold  by  respondent  and  designated  as  the 
"  Amco,"  has  been  "  adopted  by  "  the  United  States  Government,  the 
city  of  New  York,  and  numerous  nationally  known  industrial  con- 
cerns named  in  such  advertising  matter;  that  such  advertising  matter 
contained  a  further  statement  to  the  effect  that  85  per  cent  of  the 
leading  concerns  of  the  United  States  solved  their  accounting  prob- 
lems by  the  use  of  the  Amco  machines;  that  such  statements  are  false 
and  misleading  in  that  no  one  of  the  concerns  named,  or  the  Federal 
Government,  or  the  city  of  New  York  had  ever  used  the  Amco  ma- 
chine throughout  their  respective  organizations,  to  the  exclusion  of 
other  computing  machines,  and  that  tihe  use  of  such  machines,  by  the 
concerns  named,  was  limited  in  practically  all  instances  to  the  sim- 
pler accounting  transactions,  and  in  carrying  on  the  more  important 
accounting  work,  each  of  said  concerns  used  other  makes  of  com- 
puting machines;  that  the  use  by  respondent  of  such  advertising 
matter  was  calculated  to  and  did  mislead  and  deceive  the  purchasing 
public. 

Pah.  4.  That  by  reason  of  the  facts  recited,  the  respondent  is 
using  an  unfair  method  of  competition  in  conmierce  within  the  intent 
and  meaning  of  section  5  of  an  act  of  Congress  entitled  ^^  an  act  to 
create  a  Federal  Trade  Conmiission,  to  define  its  powers  and  duties, 
and  for  other  purposes,"  approved  September  26, 1914. 

REPORT,  FINDINGS^S  TO  THE  FACTS,  AND  ORDER. . 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  Accounting  Machine  Co.  (Inc.), 
charging  it  with  the  use  of  unfair  methods  of  competition  in  com- 
merce in  violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  and  filed  its  an- 
swer herein,  and  counsel  for  both  parties  to  this  proceeding,  being 
desirous  of  expediting  the  disposition  thereof,  signed  and  executed 
an  agreed  statement  of  facts,  subject  to  the  approval  of  the  Com- 
mission, which  provided  that  the  same  should  be  taken  by  the  Com- 
mission with  the  same  force  and  effect  as  if  testified  to  upon  a  hear- 
ing regularly  had  in  this  proceeding,  and  that  the  Commission  might 
forthwith  proceed  upon  such  agreed  statement  of  facts  to  make 
its  report  and  findings  as  to  the  facts,  its  conclusioiis  ^f  law,  and 
its  order  disposing  of  this  proceeding ;  and  thereupon  this  proceeding 
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came  on  for  final  hearing  and  the  Commission,  being  now  fully 
advised  in  the  premises,  makes  this  its  findings  as  to  the  facts,  and 
conclusions. 

FINDIKOS  AS  TO  THE  FACTS. 

Paragbaph  1.  That  the  respondent.  Accounting  Machine  Co. 
(Inc.),  is  a  corporation  organized,  existing,  and  doing  business  under 
the  laws  of  the  State  of  New  York,  with  its  principal  place  of  busi- 
ness in  New  York  City,  in  said  State. 

Par.  2.  That  the  respondent  is  engaged  in  the  business  of  manu- 
facturing and  selling  a  small  desk  calculating  machine,  which  it  has 
designated  as  the  ^Amco,"  and  respondent  causes  such  machines  sold 
by  it  to  be  transported  from  the  city  of  New  York  to  the  purchasers 
thereof  in  other  States  of  the  United  States  in  direct,  active  competi- 
tion with  other  persons,  partnerships,  and  corporations  similarly 
engaged. 

Par.  3.  That  respondent  for  two  years  last  past  in  the  course  of 
its  business  described  in  paragraph  2  hereof,  and  to  aid  it  in  the  sale 
and  distribution  in  interstate  commerce  of  said  machines  had  made 
use  of  post  cards,  window  cards,  letterheads,  folders,  and  other  ad- 
vertising matter  which  contain  the  statement  that  the  machines 
sold  by  it  and  designated  as  the  ^^Amco  "  have  been  adopted  by  the 
United  States  Government,  the  city  of  New  York,  and  numerous 
nationally  known  industrial  concerns  named  in  such  advertising 
matter. 

Par.  4.  That  such  advertising  matter  contains  a  further  statement 
to  the  eSect  that  85  per  cent  of  the  leading  concerns  of  the  United 
States  solve  their  accounting  problems  by  the  use  of  Amco  machines; 
that  said  statements  referred  to  in  paragraph  3  hereof  and  in  this 
paragraph  are  false  and  misleading  in  that  no  one  of  the  concerns 
named,  nor  the  Federal  Government,  nor  the  city  of  New  York,  has 
ever  used  Amco  machines  throughout  their  respective  organizations 
to  the  exclusion  of  other  computing  machines,  and  that  the  use  of 
such  machines  by  the  concerns  named,  as  well  as  by  the  United  States 
Government  and  the  city  of  New  York,  was  limited  in  practically 
all  instances  to  the  simpler  accounting  transactions ;  that  in  carrying 
on  the  more  important  accounting  work  each  of  said  concerns,  as  well 
as  the  United  States  Government  and  the  city  of  New  York,  used 
other  makes  of  computing  machines ;  that  neither  the  United  States 
Government,  the  city  of  New  York,  nor  any  of  the  said  nationally 
known  business  concerns  named  in  said  advertising  matter  have 
adopted  such  machines  but  have  only  used  them  at  the^ame  time 
they  were  using  other  computing  machines. 
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CONCLUSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
•the  act  of  Congress  approved  September  26,  1914,  entitled  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  answer  of  the  re- 
spondent, and  the  agreed  statement  of  facts  executed  by  counsel  for 
the  respective  parties  herein,  and  the  Commission  having  made  its 
findings  as  to  the  facts  with  its  conclusion  that  the  respondent  has 
violated  the  provisions  of  the  aot  of  Congress  approved  September 
26,  1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes," 

It  18  ordered^  That  the  respondent,  Accounting  Machine  Co.  (In&), 
its  officers,  agents,  and  employees,  shall  cease  and  desist  from  stating 
or  claiming  in  its  post  cards,  window  cards,  letterheads,  folders,  or 
any  other  advertising  matter  utilized  by  it  in  the  course  of  the  dis- 
tribution and  sale  of  its  products  in  interstate  commerce : 

(1)  That  the  computing  machines  manufactured  and  sold  by  it 
and  designated  as  the  "Amco"  have  been  adopted  by  the  United 
States  Government,  the  city  of  New  York,  numerous  nationally 
known  industrial  concerns  or  others,  until  and  unless  the  same  have 
been  so  adopted ;  it  being  the  intention  of  this  order  to  prohibit  re- 
spondent from  in  any  way  deceiving  or  misleading  its  customers  or 
the  public  into  believing,  when  such  is  not  the  case,  that  its  said  ma- 
chines have  been  or  are  utilized  by  the  purchasers  thereof  to  the  ex- 
clusion of  the  machines  of  its  competitors,  or  have  been  by  such  pur- 
chasers adopted  in  any  way  except  by  way  of  purchasing  same;  and 

(2)  That  25  per  cent  of  the  leading  concerns  of  the  United  States 
or  any  portion  thereof  solve  their  accounting  problems  by  the  use  of 
Amco  machines  until  and  unless  such  is  and  has  become  a  fact;  it 
being  the  intention  of  this  order  to  prohibit  respondent  from  de- 
ceiving and  misleading  the  public  into  believing  that  all  of  the  ac- 
counting problems  are  solved  by  said  concerns  by  the  use  of  Amco 
machines  until  and  unless  all  of  such  problems  are  actually  so  solved : 
And 

It  is  further  ordered^  That  respondent  shall  within  60  days  from 
date  of  this  order  file  with  the  Commission  a  report  or  statement 
showing  how  and  in  what  manner  the  above  order  has  been  and  is 
being  carried  out. 
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FEDERAL  TRADE  COMMISSION 
SUNBEAM  CHEMICAL  COMPANY,  INC. 

COUFUklNT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION   5 
OF  AN  ACT  OF  C0NGBE8S  APFROYED  SEPTEMBER  26,  1914. 

Docket  462— April  18, 1921. 
Btixabub: 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  dye  soap,  with 
intent  to  injure  a  competitor's  business,  falsely  stated  to  customers  and 
prospective  customers  of  the  competitor  that  in  a  suit  against  him  for  in- 
fringement of  patent  it  had  been  granted  an  injunction  restraining  the 
sale  of  his  products : 

Held^  That  such  misrepresentation,  under  the  circumstajQces  set  forth,  con- 
stituted an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Sunbeam  Chemical 
Co.  (Inc.),  hereinafter  referred  to  as  respondent,  has  been  and  now 
is  using  nnfair  methods  of  competition  in  interstate  commerce  in 
violation  of  the  provisions  of  section  6  of  the  act  of  Congress  ap- 
proved September  26, 1914,  entitled  "An  act  to  create  a  Federal  Trade 
Commission,  to  define  its  powers  and  duties,  and  for  other  purposes,'' 
and  it  appearing  that  a  proceeding  by  it  in  respect  thereof  would  be 
to  the  interest  of  the  public,  issues  this  complaint,  stating  its  charges 
in  that  respect  on  information  and  belief  as  follows : 

PARAOitAPH  1.  That  the  respondent,  Sunbeam  Chemical  Co.  (Inc.), 
is,  and  at  all  times  hereinafter  mentioned  was,  a  corporation  organized, 
existing,  and  doing  business  under  and  by  virtue  of  the  laws  of  the 
State  of  Illinois,  having  its  principal  office  and  place  of  business  in 
the  city  of  Chicago,  in  said  State,  now  and  for  more  than  two  years 
last  past  engaged  in  the  manufacture  and  sale  of  dye  soap  and  in  the 
shipment  thereof  from  its  place  of  manufacture  to  purchasers  there- 
of in  other  States  of  the  United  States  and  the  District  of  Columbia, 
in  direct  competition  with  numerous  other  persons,  copartnerships, 
and  corporations  similarly  engaged. 

Pab.  2.  That  the  respondent  for  more  than  two  years  last  past, 
with  the  intent,  purpose,  and  effect  of  stifling  and  suppressing  com- 
petition in  the  manufacture  and  sale  of  dye  soap  in  interstate  com- 
merce as  aforesaid,  has  instituted  suits  for  unfair  competition  against 
competing  manufacturers  of  dye  soap  and  has  caused  notice  of  its 
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claims  against  its  competitors  for  unfair  competition  and  'of  the 
institution  of  such  suits  to  be  widely  circulated  among  brokers, 
jobbers,  and  retailers  throughout  the  United  States,  through  whom 
such  products  are  generally  distributed,  and  among  publishers  of 
magazines  and  periodicals  circulated  throughout  the  United  States 
which  are  ordinarily  used  for  advertising  such  products,  and  has 
threatened  the  institution  of  similar  suits  against  such  brokers,  job- 
bers, retailers,  and  publishers  dealing  in  or  advertising  the  products 
of  competitors;  that,  notwithstanding  that  applications  by  the  re- 
spondent to  the  courts  for  injunctions  against  the  sale  of  the  products 
of  competitors  were  denied,  the  respondent  has  falsely  represented 
to  said  brokers,  jobbers,,  and  retailers  that  it  had  obtained  such  in- 
junctions, and  that  the  effect  of  such  claims,  notices,  threats,  and 
representations  has  been  to  intimidate  customers  and  prospective 
customers  of  competitors  and  to  induce  them  to  refuse  to  deal  in  the 
dye  soaps  of  competitors  and  to  cause  said  publishers  of  magazines 
and  periodicals  to  refuse  to  accept  advertising  from  said  competitors 
and  to  cancel  contracts  already  entered  into  for  the  publication  of 
such  advertising. 

Pab.  3.  That  the  respondent,  in  the  conduct  of  its  business  in 
manufacturing  and  selling  dye  soap  in  interstate  commerce  as  afore- 
said, for  more  than  two  years  last  past,  with  the  intent,  purpose,  and 
effect  of  eliminating  competition  in  the  manufacture  and  sale  of  dye 
soap,  has  purchased  from  dealers  such  stock  of  competitors'  products 
as  said  dealers  had  on  hand,  and  that  the  effect  of  such  practice  has 
been  and  is  to  remove  the  products  of  competitors  from  competition 
with  those  of  the  respondent  and  to  obtain  for  respondent  the  exclu- 
sive trade  of  dealers  handling  dye  soap. 

Par.  4.  That  the  respondent,  in  the  conduct  of  its  business  of 
manufacturing  and  selling  dye  soap  in  interstate  commerce  as  afore- 
said, for  more  than  two  years  last  past  has  caused  to  be  circulated 
among  jobbers,  retailers,  and  the  purchasing  public  generally 
throughout  the  United  States  statements  and  representations  to  the 
effect  that  the  dye  soaps  of  competitors  are  not  suitable  for  the  pur- 
poses for  which  they  are  sold,  that  they  contain  acids  injurious  to 
fabrics  and  the  like,  all  of  which  statements  and  representations  are 
false  and  mislead  dealers  and  the  purchasing  public  generally  into 
giving  an  undue  preference  to  the  dye  soap  manufactured  by  the 
respondent  and  have  the  effect  of  causing  great  loss  and  damage  to 
competitors. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  CJongress  approved  Septem- 
ber 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a  com- 
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plaint  upon  the  respondent,  the  Sunbeam  Chemical  Co.  (Inc.) ,  charge 
ing  it  with  the  use  of  unfair  methods  of  competition  in  commerce  in 
violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorney  and 
filed  its  answer  herein,  hearings  were  had  and  evidence  was  there* 
upon  introduced  in  support  of  the  allegations  of  said  complaint  and 
on  behalf  of  respondent  before  an  examiner  of  the  Federal  Trade 
Commission  duly  appointed. 

And  thereupon  this  proceeding  comes  on  for  final  hearing,  the 
Commission  and  respondent  having,  through  their  respective  at- 
torneys, filed  briefs,  and  having  waived  oral  argument,  and  the 
Commission,  having  duly  considered  the  same  and  the  record  and 
being  fully  advised  in  the  premises,  makes  this  its  findings  as  to  the 
facts  and  conclusion : 

FINDIKOS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent,  Sunbeam  Chemical  Co.  (Inc.), 
is  a  corporation  organized,  existing,  and  doing  business  under  and 
by  virtue  of  the  laws  of  the  State  of  Illinois,  with  its  principal  office 
and  place  of  business  in  the  city  of  Chicago,  in  the  State  of  Illinois, 
and  that  respondent  for  more  than  two  years  last  past  has  been  and 
now  is  engaged  in  the  business  of  manufacturing  and  selling  dye  soap 
and  in  the  shipment  thereof  to  and  between  the  various  States  of  the 
United  States  in  direct  competition  with  other  persons,  firms,  and 
corporations  similarly  engaged. 

Par,  2.  That  during  the  year  1919  the  Magic  Manufacturing  Co. 
was  a  corporation  organized,  existing,  and  doing  business  under  and 
by  virtue  of  the  laws  of  the  State  of  Illinois,  with  its  principal  office 
and  place  of  business  in  the  city  of  Chicago,  in  the  State  of  Illinois, 
and  was  engaged  in  the  business  of  manufacturing  and  selling  dye 
soap,  in  direct  competition  with  the  respondent. 

Par.  8.  That  the  respondent  on  February  15,  1919,  filed  a  suit 
against  the  Magic  Manufacturing  Co.  for  unfair  competition  and  in- 
fringement of 'trade-mark  in  the  Circuit  Court  of  Cook  County,  111. ; 
that  on  March  29  of  the  same  year  the  application  for  injunction  as 
prayed  for  in  respondent's  bill  of  complaint  in  said  suit  was  denied ; 
that  the  respondent,  on  the  11th  day  of  April,  1919,  filed  another  suit 
against  the  Magic  Manufacturing  Co.  for  infringement  of  trade- 
mark in  the  District  Court  of  the  United  States  for  the  Northern 
District  of  Illinois,  Eastern  Division ;  that  these  two  suits  constitute 
the  only  litigation  between  the  respondent  and  the  Magic  Manufac- 
turing Co. 

Par.  4.  That,  during  the  year  1919  the  respondent's  agents  and 
brokers  stated  to  customers  and  prospective  customers  of  its  competi- 
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tor,  the  Magic  Manufacturing  Co.,  that  the  respondent  had  sued  the 
Magic  Manufacturing  Co.  for  infringement  of  patent,  and  that  the 
respondent  had  been  granted  an  injunction  restraining  the  sales  of 
the  products  of  the  Magic  Manufacturing  Co. ;  that  the  Magic  Manu- 
facturing Co.  was  never  sued  by  respondent  for  infringement  of  pat- 
ent; that  the  respondent  was  never  granted  an  injunction  against  the 
Magic  Manufacturing  Co. ;  that  these  statements  were  made  for  the 
purpose  and  intent  of  injuring  the  business  of  its  competitor,  the 
Magic  Manufacturing  Co. 

CONCLUSION. 

That  the  methods  of  competition  set  forth  in  the  foregoing  find- 
ings as  to  the  facts  are,  under  the  circumstances  set  forth,  unfair 
methods  of  competition  in  violation  of  the  provisions  of  section  5 
of  the  act  of  Congress  approved  September  26,  1914,  entitled  ''An 
act  to  create  a  Federal  Trade  Conmiission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondent,  the  testimony,  and  the  evidence,  and  the  Commission 
having  made  its  findings  as  to  the  facts,  with  its  conclusion  that  the 
respondent  had  violated  the  provisions  of  an  act  of  Congress  ap- 
proved September  26,  1914,  entitled  "An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes," 

It  is  ordered^  That  the  respondent,  the  Sunbeam  Chemical  Co. 
(Inc.),^it8  officers,  agents,  brokers,  representatives,  servants,  and 
employees,  do  cease  and  desist,  directly  or  indirectly : 

From  stating  to  customers  and  prospective  customers  of  com- 
petitors, for  the  purpose  and  intent  of  injuring  the  business  of  such 
competitors,  that  respondent  has  been  granted  an  injunction  re- 
straining the  sales  of  the  products  of  the  Magic  Manufacturing  Co. 
or  others  of  its  competitors  when  in  fact  no  such  injunction  has  been 
obtained. 

It  is  further  ordered^  That  the  respondent,  Sunbeam  Chemical  Co. 
(Inc.),  shall,  within  60  days  after  the  service  upon  it  of  a  copy  of 
this  order,  file  with  the  Commission  a  report  in  writing  setting  forth 
in  detail  the  manner  and  form  in  which  it  has  complied  with  tho 
order  to  cease  and  desist  hereinbefore  set  forth. 
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V. 

ALBANY  CHEMICAL  COMPANY. 

COMPLAINT  IN  THE  MATTER  OF  THE  ALLEGED  VIOLATION  OF  SECTION  5  OF 
AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  700— April  19,  1921. 

Stixabus. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  drugs,  including 
acetyl  salicylic  acid,  popularly  known  as  "aspirin,"  registered  the  word 
as  a  general  trade-mark  in  a  large  number  of  States,  accompanying  its 
applications  for  registration  with  affidavits  that  it  alone  had  the  right  to  use 
the  word,  and  thereafter — 

(a)  Advertised  generally  that  "Acco  Aspirin,"  its  product,  was  the  only  genuine 
aspirin; 

(&)  Advertised  that  the  word  was  its  general  trade-mark;  and 

(c)  Threatened  numerous  druggists  and  dealers  with  suits  for  infringement  if 
they  used  the  word  on  the  products  of  any  other  concern ; 

Notwithstanding  the  fact  that  long  prior  to  such  attempted  appropriation 
thereof,  the  word  had  been  continuously,  openly,  and  notoriously  applied 
by  numerous  other  manufacturers  and  dealers  to  the  product  acetyl  salicylic 
acid  and  the  exqiusive  right  there  to  openly  asserted  and  pressed  by  the 
successor  to  another  company,  the  original  patentee  of  the  product  and 
registrant  of  the  word : 

Held,  That  such  practices,  under  the  circumstances  set  forth,  constituted  unfair 
methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  k 
preliminary  investigation  made  by  it,  that  the  Albany  Chemical  Co., 
hereinafter  referred  to  as  the  respondent,  has  been  and  is  using  un- 
fair methods  of  competition  in  violation  of  the  provisions  of  section 
5  of  an  act  of.  Congress  approved  September  26,  1914,  entitled  "An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  and  it  appearing  that  a  proceeding 
by  it  in  respect  thereof  would  be  to  the  interest  of  the  public,  issues 
this  complaint,  stating  its  charges  in  this  respect  on  information  and 
belief  as  follows : 

Paragraph  1.  That  the  respondent  is  a  corporation  organized  and 
existing  under  the  laws  of  the  State  of  New  York,  with  its  principal 
place  of  business  in  the  city  of  Albany  in  said  State. 

Par.  2.  That  respondent  is  engaged  in  the  business  of  manufactur- 
ing and  selling  drugs,  chemicals,  pharmaceutical  supplies,  etc,  and 
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causes  said  commodities  to  be  transported  to  the  purchasers  thereof, 
from  the  State  of  New  York  through  and  into  other  States  of  the 
United  States  and  to  foreign  countries,  and  carries  on  such  business 
in  direct,  active  competition  with  other  persons,  partnerships,  and 
corporations  similarly  engaged. 

Par.  3.  That  among  the  commodities  sold  by  respondent  is  acetyl 
salicylic  acid,  for  which  letters  patent  of  the  United  States  No. 
644,077  was  issued  on  February  27,  1900,  which  was  subsequently 
assigned  to  The  Bayer  Co.  (Inc.),  a  New  York  corporation,  and 
which  patent  expired  on  February  27,  1917;  that  for  a  number  of 
years  prior  to  February  27,  1917,  acetyl  salicylic  acid,  made  by  The 
Bayer  Co.  and  the  original  owner  of  said  patent  No.  644,077,  was 
designated  by  the  respective  manufacturers  thereof  and  became 
known  to  the  general  public  as  "  aspirin  " ;  that  the  word  "  aspirin  " 
was  registered  in  the  Patent  Office  of  the  United  States  on  May  2, 
1899,  as  a  trade-mark,  and  the  right  thereto,  if  any  existed,  was 
acquired  by  The  Bayer  Co.  (Inc.)  by  assignment  on  June  12,  1913; 
that  on  March  3,  1917,  the  Patent  Office  of  the  United  States  upon 
petition  canceled  the  registration  of  such  trade-mark,  upon  the 
ground,  among  others,  that  upon  the  expiration  of  said  patent  No. 
644,077  the  word  "  aspirin ''  became  the  descriptive  name  of  acetyl 
salicylic  acid  and  therefore  not  the  exclusive  trade-mark  property 
of  The  Bayer  Co.  (Inc.). 

Pab.  4.  That  in  January,  1920,  respondent  made  application  to  the 
secretary  of  state  of  numerous  States  of  the  United  States  for 
registration  of  the  word  "  aspirin,"  and  the  claim  was  made  by  re- 
spondent for  "  the  word  *  aspirin '  as  a  general  trade-mark,"  and  upon 
issuance  to  it  by  the  secretary  of  state  of  the  various  States  of  cer- 
tificates qt  registration  as  applied  for,  respondent  thereupon  started 
an  extensive  campaign  of  newspaper  advertising,  in  which  adver- 
tising it  made  numerous  erroneous  and  deceptive  statements  of  and 
concerning  aspirin  and  respondent's  right  to  the  use  of  the  word 
'^aspirin"  in  connection  with  the  manufacture  and  sale  of  acetyl 
salicylic  acid  products;  that  among  such  erroneous  and  deceptive 
statements  were  statements  to  the  effect  that  ^^  aspirin  "  is  the  regis- 
tered trade-mark  property  of  respondent ;  that  respondent  manufac- 
tured the  genuine  "aspirin";  that  only  by  using  respondent's 
**  aspirin  "  could  the  public  secure  the  medicinal  value  for  which  it 
paid  and  expected  to  get. 

Par.  5.  That  in  addition  to  the  advertising  campaign  carried  on 
by  respondent  as  described  in  paragraph  4  hereof,  respondent  wrote 
letters  to  numerous  dealers  in  drugs  and  medicines  in  which  the 
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claim  was  made  that  any  use  by  them  of  the  trade-mark  "  aspirin  '* 
alone  or  associated  with  any  other  word,  except  upon  the  product 
of  respondent,  will  be  regarded  by  respondent  as  in  violation  of  and 
an  infringement  of  its  property  rights  in  said  trade-mark. 

Par.  6.  That  by  reason  of  the  facts  recited  the  respondent  is  using 
an  unfair  method  of  competition  in  commerce,  within  the  intent 
and  meaning  of  section  5  of  an  act  of  Congress  entitled  '^An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,"  approved  September  26,  1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
its  complaint  upon  the  respondent,  Albany  Chemical  Co.,  charging 
it  with  the  use  of  unfair  methods  of  competition  in  commerce,  in  vio- 
lation of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorneys, 
without  filing  an  answer  herein,  and  an  agreed  statement  as  to  the 
facts  having  been  made  and  filed,  in  which  the  taking  of  testimony 
in  this  proceeding  is  specificially  waived  and  in  which  it  is  agreed 
that  said  statement  as  to  the  facts  may  be  accepted  by  the  Commis- 
sion in  lieu  of  testimony  and  that  upon  consideration  thereof  the 
Commission  may  make  and  enter  such  order  as  it  may  deem  proper 
herein. 

And  thereupon  this  proceeding  came  on  for  final  hearing  without 
oral  argument,  and  the  Commission,  having  duly  considered  the 
record  and  now  being  fully  advised  in  the  premises,  makes  this  its 
findings  as  to  the  facts  and  conclusions : 

FINDINGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent,  Albany  Chemical  Co.,  is  and  was 
at  the  times  herein  mentioned,  a  corporation  organized,  existing  and 
doing  business  under  and  by  virtue  of  the  laws  of  the  State  of  New 
York,  having  its  principal  office  and  place  of  business  in  the  city  of 
Albany,  in  said  State. 

Par.  2.  That  the  respondent  is  and  was  at  the  times  herein  men- 
tioned, engaged  in  the  business  of  manufacturing  and  selling  drugs, 
chemicals,  and  pharmaceutical  supplies,  and  in  the  course  of  such 
business  causes  said  commodities  to  be  transported  to  purchasers 
thereof  from  the  State  of  New  York  through  and  into  other  States 
of  the  United  States,  and  to  foreign  countries,  and  that  in  the  con- 
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duct  of  its  said  business  the  respondent  is  in  direct,  active  competi- 
tion with  other  persons,  copartnerships  and  corporations  similarly 
engaged. 

Par.  3.  That  among  the  commodities  manufactured  and  sold  by 
the  respondent  in  the  course  of  its  business  is  acetyl  salicylic  acid, 
more  correctly  described  as  the  acetyl  deriyative  of  salicylic  acid, 
which  it  manufactures  and  sells  and  causes  to  be  transported  in  in- 
terstate commerce  in  the  manner  set  forth  in  paragraph  2  hereof. 

Par.  4.  That  in  the  month  of  January,  1920,  re^ondent  made  ap- 
plication to  the  secretary  of  state  of  numerous  states  of  the  United 
States  for  the  registration  of  the  word  "  aspirin  "  as  a  general  trade- 
mark, and  that  pursuant  to  such  application  certificates  of  registra- 
tion for  said  word  "  aspirin  "  as  a  general  trade-mark  were  issued  by 
the  proper  officers  of  each  of  the  following  States : 


Colorado. 

Minnesota. 

Oregon. 

Connecticut 

Missouri. 

Pennsylyania. 

Delaware. 

Montana. 

Rhode  Island. 

Florida. 

Nebraska. 

South  Carolina. 

Idaho. 

Nevada. 

South  Dakota. 

Illinois. 

New  Hampshire. 

Tennessee. 

Louisiana* 

New  Jersey. 

Vermont 

Maine. 

North  Carolina. 

Washington. 

Maryland. 

North  Dakota. 

West  Virginia. 

Massachusetta 

Ohio. 

Wisconsin. 

Michigan. 

Oklahoma. 

Wyoming. 

Par.  6.  That  in  each  application  for  the  registration  of  said  word 
^'  aspirin  '^  as  a  general  trade-mark,  respondent  claimed  to  have  used 
it  as  a  trade-mark,  or  stated  it  intended  to  use  it  as  a  trade-mark, 
on  the  following  class  of  merchandise :  "  Chemicals,  medicinal,  phar- 
maceutical, veterinary,  biological,  and  household  preparations,  com- 
pounds, waters,  and  the  like  that  may  be  used  internally  and  exter- 
nally for  humans  and  other  purposes,  and  in  one  or  more  of  the 
following  forms  or  combinations  thereof:  Ampuls,  crude  materials, 
crystals,  liquids,  lozenges,  mixtures,  ointments,  powders,  solids,  solu- 
tions, spirits,  sirups,  tablets  (in  round,  square,  or  oblong  shapes  or 
otherwise),  tinctures,  prepared,  if  desired,  in  sanitary  packing,  in 
type  and  style  for  tablets,  powders,  and  the  like,  and  in  other  forms. 
(The  foregoing  class  of  products  are  mentioned  by  way  of  illus- 
tration.)" In  such  applications  claim  was  made  for  'Hhe  word 
^  aspirin '  as  a  general  trade-mark  "  and  also  ^^  claim  is  made  for  the 
word  '  aspirin ' "  and  "  for  the  arbitrary  word  *  aspirin '  as  generally 
arranged  as  shown  in  the  counterpart,  but  other  forms  of  type  may 
be  employed  or  it  may  be  differently  arranged  without  materially 
altering  the  character  of  the  said  trade-mark.'' 
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Pab.  6.  That  each  of  said  applications  mentioned  in  paragraph 
4  hereof  was  accompanied  by  an  affidavit  signed  by  the  president  of 
respondent,  which  affidavit  contained  a  sworn  statement  to  the  effect 
that  the  respondent  has  a  right  to  use  the  trade-mark  ^^  aspirin,"  and 
that  no  other  person,  firm,  union,  or  corporation  has  a  right  to  such 
use,  either  in  the  identical  form  described  in  such  application,  or  in 
any  such  near  resemblances  thereto  as  may  be  calculated  to  deceive, 
and  contained  also  further  sworn  statement  to  the  effect  that  the 
word  "aspirin"  is  the  exclusive  property  of  the  respondent. 

Par.  7.  That  immediately  upon  registering  the  said  word  "as- 
pirin "  as  a  general  trade-mark,  respondent  entered  upon  an  adver- 
tising campaign  and  caused  to  be  inserted  and  published  in  various 
newspapers  and  other  publications  which  circulate  generally  through- 
out the  United  States,  advertisements  to  the  effect  that  "Acco  aspirin  " 
is  the  only  genuine  aspirin,  and  that  "  aspirin  "  is  the  general  trade- 
mark property  of  respondent;  and  that  annexed  to  said  agreed 
statement  of  facts  (marked  "Exhibits  1"  to  "14,"  inclusive)  and 
made  a  part  thereof  are  true  copies  of  some  such  advertisements  to 
which  reference  is  hereby  made  for  the  dates  of  said  several  publi- 
cations and  the  contents  of  said  advertisements. 

Par.  8.  That  the  respondent  during  the  month  of  April,  1920,  and 
other  times  by  the  use  of  letters  threatened  numerous  druggists  and 
dealers  in  drugs  and  medicines  with  suits  for  infringement,  if  such 
druggists  and  dealers  used  the  trade-mark  "  aspirin  "  on  the  products 
of  any  person  other  than  those  of  respondent. 

Par.  9.  That  among  the  articles  manufactured  and  sold  by  re- 
spondent under  the  trade-mark  "  aspirin  "  in  interstate  commerce,  as 
set  forth  in  paragraph  2  hereof,  is  a  certain  chemical  known  as 
acetyl  salicylic  acid,  more  properly  described  as  the  acetyl  derivative 
of  salicylic  acid ;  that  on  May  2, 1899,  the  Farbenf abriken  of  Elber- 
feld  Co.,  a  corporation  of  Germany,  caused  to  be  registered  in  the 
United  States  Patent  Office  its  trade-mark  "  aspirin,"  as  applied  to 
its  preparation  of  acetyl  salicylic  acid,  and  thereafter,  viz,  on  Feb- 
ruary 27,  1900,  a  United  States  patent  was  issued  to  said  Farben- 
fabriken  of  Elberfeld  Co.  covering  its  formula  for  the  preparation 
of  said  acetyl  salicylic  acid  or  the  acetyl  derivative  of  salicylic  acid, 
and  said  Farbenfabriken  of  Elberfeld  Co.  continuously,  from  1899 
to  the  month  of  June,  1913,  manufactured,  sold,  and  caused  to  be 
shipped  in  interstate  and  foreign  commerce  the  said  chemical  acetyl 
salicylic  acid  under  the  name  of  "  aspirin,"  claiming  said  word  as 
its  trade-mark  property. 

Par.  10.  That  in  June,  1913,  The  Bayer  Co.  (Inc.),  the  capital 
stock  of  which  was  owned  by  subjects  of  the  Emperor  of  Germany, 
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claims  to  have  acquired  said  trade-mark  and  said  patent  from  the 
Farbenf abriken  of  Elberfeld  Co.,  and  since  that  date  The  Bayer  Co. 
(Inc.)  has  caused  to  be  manufactured,  sold,  and  transported  gen- 
erally throughout  the  several  States  of  the  United  States  and  the 
Territories  thereof,  and  the  District  of  Columbia,  under  said  trade- 
mark '^  aspirin,"  at  all  times  claiming  said  word  as  its  trade-mark 
property,  the  said  acetyl  salicylic  acid,  or  the  acetyl  derivative  of 
salicylic  acid ;  that  after  the  declaration  of  war  by  the  United  States 
against  Germany,  the  Alien  Property  Custodian,  pursuant  to  said 
declaration  of  war  and  in  conformity  with  the  provisions  of  the  act 
of  Congress  known  as  the  trading  with  the  enemy  act,  and  the 
Executive  orders  issued  pursuant  thereto,  seized  the  shares  of  capital 
stock  and  other  property  of  said  The  Bayer  Co.  (Inc.),  and  on  De- 
cember 12, 1918,  sold  the  same  at  public  auction  to  Sterling  Products 
Co.,  a  corporation  whose  stockholders  are  citizens  of  the  United 
States;  and  said  The  Bayer  Co.  (Inc.),  under  the  ownership  of 
Sterling  Products  Co.,  has  continued  since  said  last-mentioned  date  to 
manufacture,  sell,  and  cause  to  be  shipped  throughout  the  several 
States  of  the  United  States  and  the  Territories  thereof,  and  the  Dis- 
trict of  Columbia,  said  acetyl  salicylic  acid  under  the  name  "  aspirin," 
claiming  said  word  as  its  trade-mark  property. 

Par.  11.  That  the  patent  referred  to  in  paragraph  9  hereof  ex- 
pired on  February  27, 1917,  and  in  December,  1917,  upon  an  applica- 
tion made  for  that  purpose,  the  United  States  Patent  Office  canceled 
the  registration  of  said  word  '^aspirin"  as  a  trade-mark,  on  the 
ground  that  the  word  has  become  by  common  use  descriptive  of  said 
acetyl  salicylic  acid  or  the  acetyl  derivative  of  salicylic  acid,  and 
that  upon  the  expiration  of  said  patent  the  word  became  the  property 
of  all  who  make  and  use  acetyl  salicylic  acid  or  the  acetyl  derivative 
of  salicylic  acid ;  and  that  thereupon,  and  prior  to  the  time  respondent 
caused  the  word  '^  aspirin  "  to  be  registered  as  its  trade-mark,  as  set 
forth  in  paragraph  4  hereof,  many  manufacturers  of  chemicals  and 
drugs  and  like  products  commenced  to  manufacture,  sell,  and  cause 
to  be  transported  in  interstate  conmierce,  preparations  of  acetyl 
salicylic  acid,  labeling  the  same  "  aspirin,'^  and  have  since  continued 
to  manufacture  said  acetyl  salicylic  acid  and  sell  the  same  and  cause 
the  same  to  be  transported  throughout  the  several  States  of  the 
United  States  and  the  Territories  thereof,  and  the  District  of 
Columbia,  and  foreign  countries  in  interstate  commerce  under  said 
name  "aspirin." 

Par.  12.  That  the  use  of  said  word  "  aspirin  "  as  applied  to  acetyl 
salicylic  acid  by  said  Farbenfabriken  of  Elberfeld  Co.,  and  The 
Bayer  Co.  (Inc.),  prior  to  February  27,  1917,  and  by  The  Bayer 
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Co.  (Inc.),  and  numerous  other  manufacturers  and  dealers  in  chemi- 
cals, drugs,  and  like  products  since  said  date,  as  applied  to  said 
chemical,  has  been  continuous,  open,  and  notorious,  and  The  Bayer 
Co.  (Inc.)  has  continuously  and  publicly  claimed  the  exclusive  right 
to  use  the  said  word  ^'  aspirin "  as  its  trade-mark  property  and  has 
at  all  times  since  June,  1913,  used  said  word  and  advertised  it  gen- 
erally throughout  the  United  States  as  its  trade-mark. 

Par.  13.  That  a  suit  is  now  pending  in  the  United  States  District 
Court  for  the  Southern  District  of  New  York,  brought  by  The 
Bayer  Co.  (Inc.)  against  the  United  Drug  Co.,  the  object  of  which 
is  to  enjoin  the  United  Drug  Co.  from  using  the  word  ^^  aspirin  "  in 
connection  with  the  manufacture  and  sale  of  acetyl  salicylic  acid. 

CONCLUSIONS. 

The  practices  of  the  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce  and  constitute  a  violation  of 
the  act  of  Congress  approved  September  26,  1914,  entitled,  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes.'' 

OitDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  complaint  of  the  Commission  and  the  agreed  statement  as 
to  the  facts  made  and  filed  herein  in  lieu  of  testimony  and  evidence, 
and  the  Commission  having  made  its  findings  as  to  the  facts,  with 
its  conclusions  that  the  respondent  has  violated  the  provisions  of  the 
act  of  Congress  approved  September  26,  1914,  entitled  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes," 

It  is  now  orderedj  That  the  respondent,  Albany  Chemical  Co.,  its 
officers,  agents,  and  employees  do  cease  and  desist  from : 

(1)  Advertising  that  it  has  or  claims  to  have  the  exclusive  right  to 
the  use  of  the  word  ^^  aspirin,"  either  by  itself  or  in  connection  with 
any  other  word  as  its  trade-mark  property. 

(2)  Advertising  or  representing  to  the  trade  or  to  the  public  that 
said  respondent  is  the  manufacturer  of  the  only  ^^  genuine  aspirin." 

(3)  Advertising  or  claiming  in  any  manner  that  the  word  "  as- 
pirin "  either  by  itself  or  used  in  connection  with  other  words  is  its 
registered  trade-mark. 
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(4)  Threatening  dealers  or  others  with  suits  for  infringement  if 
such  dealers  or  other  persons  use  the  word  ^'  aspirin  "  on  the  prod- 
ucts of  any  person  other  than  those  of  respondent. 

It  is  further  ordered^  That  within  30  days  from  date  of  the  service 
of  this  order  the  said  respondent  report  to  the  Commission  how  and 
in  what  manner  it  has  complied  with  the  terms  of  this  order. 


YACXTUM  GLEAKER  SPECIALTY  CO.,  INO.  377 

Complaint 


FEDERAL  TRADE  COMMISSION 

V. 

VACUUM  CLEANER  SPECIALTY  COMPANY,  INC. 

COMPLAINT  IN  THE   MATTER  OF  THE  ALLEGED  VIOLATION   OF   SECTION    6 
OF  AN  ACT  OF  CONGRESS  APPROVED  SEPTEMBER  26,  1914. 

Docket  530— May  16,  1921. 

Syllabus. 

Where  a  dealer  in  vacuum  cleaners,  handling  most  of  the  different  makes  on 
the  market  but  with  a  special  financial  interest  in  one. 

I. 

(a)  Failed  to  disclose  such  interest  in  a  "Pbice  List  and  Rating  Sheet** 
which  it  circulated  among  customers  and  prespective  customers,  and  which 
gave  such  make  the  highest  rating,  contained  a.  statement  that  Its  Rating 
Committee,  for  the  members  of  which  ..  claimed  long  experience,  .''meets 
semimonthly,  at  which  time  all  cleaners  are  tested  scientifically  for  lam- 
GiENCY  and  comparisons  are  made  on  the  points  of  simplicity  and  con- 
sTBucnoN,"  and  in  other  ways  was  calculated  to  create  the  impression  that 
ratings  given  were  the  result  of  frequent,  expert,  and  impartial  examina-. 
tion,  and  could  bo  relied  on ;  * 

(h)  Tampered  with  and  knowingly  used  for  demonstration  purposes  improperly 
adjusted  cleaners  of  a  competitor ; 

(c)  Made  false  and  injurious  statements  to  prospective  customers  concerning 
the  value,  efficiency,  and  wearing  qualities  of  such  cleaners,  and  disparaged 
their  makers: 

XL 

Discontinued,  the  use  of  the  price  list  or  rating  sheet  but  thereafter 

(d)  Published  ana  circulated  among  customem  and  prospective  customers  a 
price  list  of  its  various  cleaners,  designating  by  stars  certain  machines  as 
machines  which  it  was  "especially  intereiited  in,"  but  without  disclosing 
whether  such  interest  was  financial  or  otherwise : 

Held,  That  such  acts,  under  the  circumstances  set  forth,  constituted  unfair 
methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Vacuum  Cleaner  Spe- 
cialty Co.,  Inc.,  Imperial  Vacuum  Cleaner  Co.,  F.  R.  Muenzen, 
W.  H.  Kappele,  J.  P.  McGrath,  A.  J.  Muenzen,  J.  M.  Leddy,  and 
J.  6.  Waschen,  hereinafter  referred  to  as  respondents,^  have  been 

>  Complaint  dismissed  by  order  dated  June  25,  1920,  as  to  aU  respondents  except  the 
Vacuam  Cleaner  Specialty  Co.,  Inc. 
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during  the  year  last  past  and  now  are  using  unfair  methods  of  com- 
petition in  interstate  commerce  in  violation  of  the  provisions  of 
section  5  of  an  act  of  Congress,  approved  September  26,  1914,  en- 
titled, '^An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,"  and  it  appearing  that  a 
proceeding  by  it  in  respect  thereof  would  be  to  the  interest  of  the 
public,  issues  this  complaint,  stating  its  charges  in  that  respect  on 
information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent,  Vacuiun  Cleaner  Specialty  Co., 
Inc.,  is  a  corporation  organized,  existing,  and  doing  business  under 
and  by  virtue  of  the  laws  of  the  State  of  New  York,  with  its  prin- 
cipal office  and  place  of  business  located  in  the  city  and  State  of 
New  York,  now  and  at  all  times  hereinafter  mentioned  engaged  in 
the  business  of  selling  vacuum  cleaners  throughout  different  States 
of  the  United  States  and  the  District  of  Columbia,  in  direct  compe- 
tion  with  other  persons,  firms,  copartnerships,  and  corporations  sim- 
ilarly engaged ;  and  the  respondents  F.  B.  Muenzen,  W.  H.  Kappele, 
J.  P.  McOrath,  and  A.  G.  Muenzen  are,  respectively,  president,  vice 
president,  treasurer,  and  secretary  of  said  respondent  corporation, 
having  their  residences  and  principal  places  of  business  in  the  city 
and  State  of  New  York. 

Par.  2.  That  in  the  conduct  of  its  business,  the  respondent  Vacuum 
Cleaner  Specialty  Co.,  Inc.,  from  its  principal  place  of  business  lo- 
cated in  the  city  and  State  of  New  York,  sells  and  transports  vacuum 
cleaners  of  numerous  manufacturers  to  customers  located  in  various 
States  of  the  United  States ;  that  after  such  vacuum  cleaners  are  so 
sold  they  are  continuously  moved  to,  through,  from,  and  among  other 
States  of  the  United  States  and  the  District  of  Columbia,  and  there  is 
continuously  and  has  been  at  all  times  hereinafter  mentioned,  a  con- 
stant current  of  trade  and  commerce  in  said  vacuum  cleaners  between 
and  among  various  States  of  the  United  States  and  the  District  of 
Columbia,  to  and  through  the  city  and  State  of  New  York,  and  from 
there  to  and  through  other  States  of  the  United  States  and  the  Dis- 
trict of  Columbia. 

Par.  S.  That  the  respondent.  Imperial  Vacuum  Cleaner  Co.,  is  a 
corporation,  organized,  existing,  and  doing  business  under  and  by 
virtue  of  the  laws  of  the  State  of  New  York,  with  its  principal 
office  and  place  of  business  located  in  the  city  and  State  of  New  York, 
now  and  at  all  times  hereinafter  mentioned  engaged  in  the  business 
of  selling  a  vacuum  cleaner,  for  which  it  has  adopted  a  trade  name 
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of  '^Imperial,"  by  and  through  its  duly  constituted  and  appointed 
agent,  the  respondent  Vacuum  Cleaner  Specialty  Co.,  Inc. ;  and  the 
respondents  J.  M.  Leddy,  F.  R.  Muenzen,  and  J.  Q.  Waschen  are, 
respectively,  president,  treasurer,  and  secretary  of  said  corporation. 

Par.  4.  TTiat  the  respondent  Vacuum  Cleaner  Specialty  Co.,  Inc., 
by  extensive  advertising  in  publications  circulated  in  commerce  afore- 
said, and  by  correspondence  with  numerous  customers  and  prospec- 
tive purchasers  in  various  States  of  the  United  States  holds  itself  out 
to  the  public  as  a  vacuum  cleaner  specialist  or  expert  and  impartial 
adviser  and  as  such  impartial  adviser  solicits  inquiries  from  such  said 
prospective  purchasers  and  the  public  concerning  the  methods  of 
various  types  of  cleaners  and  within  the  year  last  past  invariably 
reconmiended  the  Imperial  vacuum  cleaner  and  frequently  disparages 
competitive  devices  whereas  in  truth  and  in  fact  the  respondent  is 
not  an  impartial  adviser  but,  on  the  contrary,  has  a  special  interest 
in  the  said  Imperial  cleaner  by  reason  of  the  fact  that  the  said 
Imperial  cleaner  is  manufactured  especially  for  the  Vacuum  Cleaner 
Specialty  Co.,  Inc.,  and  said  company  is  the  agent  for  the  sale  of 
the  said  Imperial  cleaner,  and  the  further  fact  that  the  amount  of 
profit  on  the  said  Imperial  cleaner  is  considerably  greater  than  the 
profit  made  on  the  sale  of  the  majority  of  other  types  of  cleaners  so 
advertised  by  the  respondent. 

Par.  6.  That  the  respondent,  Vacuum  Cleaner  Specialty  Co., 
Inc.,  by  extensive  advertising  in  publications  circulated  in  com- 
merce aforesaid  and  by  correspondence  with  numerous  customers 
and  prospective  customers  in  various  States  of  the  United  States 
holds  itself  out  as  a  vacuum  cleaner  specialist  or  expert  and  impartial 
adviser,  and  as  such,  within  the  year  last  past,  has  demonstrated  to 
prospective  customers  vacuum  sweepers  and  cleaners  produced  by 
various  manufacturers  for  the  purpose  of  comparing  the  results 
obtained  by  such  sweepers  and  cleaners  with  the  result  obtained 
by  cleaners  iii  the  sale  of  which  the  respondent  is  especially  inter- 
ested; and  for  the  purpose  of  making  such  demonstrations  has 
tampered  with  and  failed  to  properly  adjust  such  competitive  clean- 
ers while  properly  adjusting  the  cleaners  in  which  it  is  interested, 
thus  giving  prospective  customers  the  impression  that  such  competi- 
tive cleaners  are  less  efficient  than  they  are  in  fact,  or  that  they  are 
not  adapted  for  the  use  for  which  they  are  intended  to  be  put  by 
such  prospective  purchasers,  thus  facilitating  the  sale  of  the  cleaners 
in  which  respondent  is  especially  interested. 
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REPOET,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress,  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  Vacuum  Cleaner  Specialty  Co., 
Inc.,  charging  it  with  the  use  of  unfair  methods  of  competition 
in  commerce  in  violation  of  the  provisions  of  said  act. 

The  respondent,  having  entered  its  appearance  by  its  attorney,  and 
filed  its  answer  herein,  hearings  were  had  and  evidence  was  thereupon 
introduced  in  support  of  the  allegations  of  said  complaint  and  on 
behalf  of  the  respondent,  Vacuum  Cleaner  Specialty  Co.,  Inc.,  be- 
fore an  examiner  of  the  Federal  Trade  Commission,  theretofore  duly 
appointed. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and 
the  Commission,  having  heard  argument  of  counsel  and  duly  con- 
sidered the  record,  and  being  now  fully  advised  in  the  premises, 
makes  this  its  findings  as  to  the  facts  and  conclusion : 

FINDINGS  AS  TO  THE  FACTS. 

Pabagraph  1.  That  the  respondent.  Vacuum  Cleaner  Specialty 
Co.,  Inc.,  is  a.  corporation  organized,  existing  and  doing  business 
under  and  by  virtue  of  the  laws  of  the  State  of  New  York,  with  its 
principal  office  and  place  of  business  located  in  said  city  and  State 
now  and  ever  since  the  first  day  of  August,  1918,  engaged  in  the  busi- 
ness of  selling  vacuum  cleaners,  sweepers  and  similar  devices  through- 
out different  States  of  the  United  States  and  the  District  of  Colum- 
bia in  direct  competition  with  other  persons,  firms,  copartnerships, 
and  corporations  similarly  engaged. 

Pab.  2.  That  in  the  conduct  of  its  business,  respondent  from  its 
principal  place  of  business,  located  in  the  city  and  State  of  New 
York,  sells  and  transports  the  vacuum  cleaners,  sweepers  and  similar 
devices  of  various  types  to  customers  located  throughout  the  States 
of  the  United  States  and  after  such  vacuum  cleaners  are  so  sold  they 
are  continuously  moved  to,  through,  from  and  among  other  States 
of  the  United  States  and  the  District  of  Columbia,  and  there  is  con- 
tinuously and  has  been  at  all  times  hereinafter  mentioned  a  constant 
current  of  trade  and  commerce  in  said  vacuum  cleaners,  sweepers 
and  devices  between  and  among  various  States  of  the  United  States 
and  the  District  of  Columbia,  to  and  through  the  city  and  State  of 
New  York  and  therefrom  to  and  through  other  States  of  the  United 
States  and  the  District  of  Columbia. 

Par.  3.  That  the  respondent,  Vacuum  Cleaner  Specialty  Co., 
Inc.,  in  the  conduct  of  its  business  in  commerce  aforesaid,  sells  at 
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retail  24  different  makes  of  vacuum  cleaners  or  sweepers  out  of  a 
total  of  29  such  devices  on  the  market  made  by  various  competing 
manufacturers,  including  the  Imperial  Electric  Vacuum  Cleaner, 
which  has  been  owned  by  or  especially  manufactured  for  the  re- 
spondent and  its  predecessor,  Muenzen  Specialty  Ck).,  for  more  than 
three  years  last  past  and  on  the  sale  of  which  the  respondent  makes 
a  considerably  greater  profit  than  it  does  on  the  sale  of  the  other 
types  of  cleaners  advertised  and  sold  by  it. 

Par.  4.  That  the  respondent  has  sold  and  offered  to  sell  such  clean- 
ers  and  sweepers  in  commerce  aforesaid  by  means  of  advertisements 
placed  in  publications  circulated  throughout  the  United  States  and 
by  correspondence  with  customers  and  prospective  customers  located 
in  various  States  of  the  United  States,  and  in  pursuance  of  and  as  a 
part  of  such  selling  plan  or  policy  during  the  year  from  August  1, 
1918,  to  August  1,  1919,  circulated  among  such  customers  and  pros- 
pective customers  a  rating  sheet  wherein  it  designated  and  named 
certain  cleaners  as  Three  Star  Cleaners  as  an  indication  of  their 
superiority  over  the  other  devices  listed  in  such  rating  sheet  or  Three 
Star  list,  and  respondent  did  not  indicate  or  set  out  in  any  manner 
whatsoever  therein  its  ownership  of  or  especial  interest  in  said  Im- 
perial Electric  Vacuum  Cleaner ;  that  said  rating  sheet  or  Three  Star 
list  was  in  the  words  and  figures  following,  to  wit : 

••Three  Star"  Cleaners*  psrtect. 

iBt  choice,  Imperial 94 

2d  choice,  Victor 89 

3d  choice.  Royal 89 

4th  choice,  Regina 87 

5th  choice,  Ehireka 88 

6th  choice.  Apex 85 

Pkick  List  and  Bating  Sheet. 

AU  yacanm  cleaners  are  good — some  are  better  than  others.  Which  is  the 
best? 

Customers  invariably  ask  us  Which  is  the  Best  Vacuum  Gleaner?  In 
order  to  answer  that  question  briefly  we  append  hereto  a  list  of  the  six  best 
vacuum  cleaners  according  to  the  judgment  of  our  rating  committee.  The 
names  are  given  in  the  order  of  their  merit. 

Our  committee  meets  semimonthly,  at  which  time  aU  cleaners  are  tested 
scientifically  for  efficiency  and  comparisons  are  made  on  the  points  of  snc- 
pucvrr  AND  coNSTBUcnoN.  Statistics  as  to  DUBABiLrrr  are  furnished  by  the 
superintendent  of  our  repair  department.  Other  points  of  lesser  importance 
are  also  taken  into  consideration.    Price  is  not  considered  at  aU. 

Percentages  are  allotted  to  each  cleaner  for  good  points  and  penalties  de- 
ducted for  disadvantages.  The  net  percentage  is  shown  below  opposite  the 
name  of  each  cleaner.  The  six  cleaners  with  the  highest  percentage  are  what 
we  call  "Three  Star"  Gleaners. 
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America 

•**Apex 

Baby  Invincible 

BeeModeI"D" 

Cadillac 

Cadillac  BiR  Ben 

Cadillac  Little  Ben 

Cadillac  Reliable 

Duntley.S 

BcUpae 

***Eureka  (east  of  Rockies). . 

Frant^-Premier...^ 

Hoover  (Babv) 

Hoover  (special) 

HotPolnt"L" 

Hot  Point  "M" 

••♦Imperial 

Liberty  Model  "C" 

Maytag 

OWo-4 

Pittsburg 

Befllna'^MC" 

•*^egina  Model  "K» 

••♦Royal 

8weeper-Vac  M.  D 

Thor  No.  6 

ThorNo.  12 

Torrlngton 

•••Victor 

Western  Elec.  No.  11 

Western  Eleo.  No.  12 


Price 

Cnm« 

Price. 

Attach- 
ments. 

plete 
with 
attach- 
ments. 

140.00 

19.75 

$40.75 

4S.00 

laoo 

65.00 

i&OO 

7.50 

58.50 

37.50 

&50 

4A.00 

37.50 

&50 

4a  00 

50.00 

&50 

68.50 

39.50 

a50 

4a  00 

29.60 

8.50 

saoo 

42.00 

7.50 

40.60 

37.50 

9.00 

4a  60 

37.50 

0.60 

44.00 

39.75 

laoo 

40.75 

47:50 

&S0 

5a  00 

57.50 

11.50 

09.00 

33.00 

laoo 

43.00 

38.00 

laoo 

4&00 

45.00 

laoo 

55.00 

4a  00 

&00 

4&00 

35.00 

&00 

43.00 

45.00 

laoo 

5a  00 

30.00 

7.60 

37.50 

45.00 

laoe 

5a  00 

45.00 

laoo 

5a  00 

45.00 

laoo 

5a  00 

49.50 

aso 

5a  00 

3a  00 

&00 

3a  00 

35.00 

&00 

4a  00 

44.75 

9.75 

54.50 

87.50 

laoo 

47.50 

4&00 

7.50 

52.50 

40.60 

&50 

6a  00 

Wlse-McClung  Mfg.  Co.,  New  Philadelphia. 
Apex  Elec.  Mfg.  Ck>.,  Cleveland,  Ohio. 
Invincible  Vac.  CI.  Mfg.  Co.,  Dover,  Ohio. 
Birtman  Elec.  Co.,  Chicago^  Dl. 
Clements  Mfg.  Co.,  Chicago,  m. 

Do. 

Do. 

Do. 
Duntley  Co.,  New  York,  N.  Y. 
Eclipse  Mach.  Co.,  Sidney,  Ohio. 
Eureka  Vac.  CI.  Co.,  Detroit,  Mich. 
Frants-Premier  Co.,  Cleveiandj  Ohio. 
Hoover  Suction  Sweeper  Co.,  New  Berlin,  Ohla 

Do. 
Edison  Elec.  Appl.  Co.,  Inc.,  Chicago^  lU. 

Do. 
Imperial  Vac.  CI.  Co.,  N.  Y. 
Innovation  Elec.  Co.,  N.  Y. 
MaytM  Co.,  Newton,  Ohio. 
United  Eleo.  Co.,  Canton,  Ohio. 
Pittsbundi  Elec.  Spec.  Co.,  New  York,  N.  T. 
Regina  (yo..  New  York,  N.  Y. 

Do. 
P.  A.  Geler  Co»Cleveland|  Ohio. 
Pneavac  Co.,  Worcester,  Mass. 
Hurley  Mach.  Co.,  Chicago,  lU. 

Do. 
National  Sweeper  Co.,  Torrlngton,  Conn. 
Our  own  private  brand. 
Western  Eleo.  Co.,  New  York. 

Do. 


Because  of  our  belief  in  their  superiority  we  issue  a  special  form  of  guarantee 
(see  other  side)  on  any  cleaner  sold  while  it  is  in  the  ^  Three  Star  '*  clasa 

There  are  nine  members  on  our  rating  committee  whose  combined  vacuum- 
deaner  experience  totals  61  years.  This  in  effect  means  that  if  our  decislonf 
are  correct  you  would  gain  as  much  knowledge  by  reading  over  this  ratlDg 
sbeet  as  you  would  by  shopping  61  years  for  a  vacuum  cleaner. 

For  obvious  reasons  we  would  not  care  to  giva  the  percentages  of  the  cleaners 
not  on  the  "Three  Star*'  list,  but  we  would  gladly  give  any  other  informa- 
tion in  connection  therewith. 

To  stimulate  cash  payments  on  all  other  than  ** Three  Star"  cleaners  we 
allow  7  per  cent  cash  discount  On  "  Three  Star  "  cleaners  the  cash  discount 
is  3  per  cent 

Vacuum  Cleaner  Specialty  Co.,  iNa, 

131  West  42d  St.  New  York. 

N.  B. — Of  course,  after  all,  these  ratings  are  simply  our  opinions  and  you 
must  disregard  them  entirely  if  they  do  not  agree  with  your  personal  opinion. 

No.  130. 

The  ^8  Star"  guarantee  is  furnished  by  us  with  all  "3  Star"  vacuum 
cleaners.  Compare  it  with  the  guarantee  below  or  any  other  vacuum  cleaner 
guarantee.  After  reading  it  over  you  must  realize  that  we  have  a  lot  of 
confidence  in  any  make  of  cleaner  on  which  we  issue  such  a  liberal  guarantee 
Notice  that  there  are  no  exceptions  or  provisos  in  this  guarantee. 

It  would  be  rather  exx>ensive  for  us  to  issue  this  guarantee  on  a  vacuum 
deaner  that  is  liable  to  get  out  of  order. 
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♦      •      •  THBEE  8TAB  OUARANTEE.  •      •      • 

We  hereby  guarantee vacuum  cleaner  purchased  by for 

a  period  of  one  year  from  date.  Said  guarantee  to  include  free  repair  of  ant 
damage  to  said  cleaner  resulting  from  ant  cause  whatsoever.  Moreover  in 
the  event  of  such  repairs  being  needed  we  will  call  for  and  deliver  cleaner  or 
will  pay  expressage  on  it  both  wats  for  out  of  town  customers. 

VACtTUif  Gleaneb  Specialtt  Co.,  Inc. 
Per ,  Secretary, 

Date . 

The  below  guarantee  is  the  ordinary  guarantee  which  we  furnish  with  vacuum 
cleaners  that  are  not  mentioned  in  the  "  8  Star  List"  It  is  substantially  the 
same  as  manufacturers  give,  and  it  is  quite  different  from  the  one  above. 

OCABANTEE. 

We  hereby  guarantee vacuum  cleaner  purchased  by to 

be  free  from  mechanical  and  electrical  defects,  and  will  repair  or  replace  free 
of  charge  any  part  giving  out  within  one  year  from  date,  provided  directions 
for  oiling  and  care  of  cleaner  have  been  carried  out  (Misuse,  accident,  and 
natural  wear  and  tear  excepted.) 

All  cleaners  to  be  repaired  must  be  sent  to  us  express  charges  paid.  We  will 
not  be  responsible  for  the  above  cleaner  if  it  has  been  tampered  with. 

Vacuum  Cixaneb  Specialtt  Co.,  Ino. 
Per ,  Secretary, 

Date . 

Par.  5.  That  in  August,  1919,  the  respondent  discontinued  the  use 
of  the  aforementioned  and  above-described  rating  sheet  or  Three  Star 
list,  and  thereafter  published  and  circulated  among  its  customers  and 
prospective  customers  in  commerce  aforesaid  a  price  list  of  various 
machines  or  devices  handled  by  it  wherein  certain  cleaners  were 
designated  by  stars  as  ones  in  which  the  respondent  was  '^  especially 
interested  in,"  but  which  did  not  disclose  to  the  purchasing  public 
the  nature  or  character  or  extent  of  such  ''especial  interest"  or 
whether  such  interest  was  financial  or  caused  by  the  relatively  higher 
efficiency  or  merit  of  such  designated  machines;  that  such  price  list 
was  in  the  words  and  figures  following,  to  wit : 


884 


FEDEBAL  TBADE  COMMISBION  DEGISIOKS. 

FindinsB. 
PHoe  Hit. 


8  F.  T.  O 


• 

Nameofdeaner. 

Price  of 
deaner 
without 
attach- 
ment. 

Cashdis- 
count. 

Time 
paTments 

down 

and  8 

monthly 

payments 

each. 

Attad)- 
ments 
addi- 
tional. 

America 

$50.00 
57.75 

S2.50 
5.25 

S5.81 
6.78 

siaoo 

Apex. ,,^,^,^ ,,-^-,,,,,,,-^,^^,^^ ,, 

1L50 

SmiJlerset  of  attachments  for  Apex 

10.00 

Cadillac .* 

45.00 
6a  00 
47.40 
30.50 
45.00 
45.00 
5a  00 

2.25 
3.00 
2.37 
1.07 
2.25 
2.25 
1.50 

5.10 
7.07 
5.50 
4.50 
5.19 
5.10 
5.81 

laoo 

Cadillac  Big  Ben 

laoo 

Cadillac  liftle  Ben 

laoo 

Cadillac  Reliable 

laoo 

♦Biireke.     ^ x 

8.50 

Hot  Point  V-2 

laoo 

•Tmperiftl ^ 

11.00 

Smaller  set  of  attachments  for  Imperial .' 

6.75 

OMo-A 

55.00 
45.00 
63.00 
5a  00 
55.00 

5.00 
2.50 
8.00 
2.50 
2.75 

aii* 

5.10 
7.44 
6.81 
6.44 

laoo 

Premier  "14" 

laoo 

Premier"10" 

laoo 

Rflglna  Model  "S:" 

12.00 

Royal 

12.50 

3ma]ler  set  of  at tadunents  for  Royal 

10.00 

♦8 weeper- Vac .  M .  D .'. 

63.00 
42.50 
6a  00 
47.50 
63.00 

5.50 
2.12 
5.00 
2.13 
5.50 

7.44 
5.00 
7.06 
5.50 
7.44 

ia50 

ThorNo.l2 

9.50 

Torrington 

0.75 

♦Victor 

10.00 

Western  Elec.  No.  12 

laso 

Vacttuii  Cleaner  Specialty  Co.,  Inc. 

Main  offices  and  sales  rooms,  131  West  42d  Street,  New  York,  N.  T. 

^Phone  6280  Bryant.  Phone  6281  Bryant. 

140  West  84th  Street,  Bet.  Broadway  and  7th  Ave.    Phone  6283-6284  Bryant. 

107  West  42d  Street.    This  store  open  evenings. 

FIVB  CONVENIENT  8T0BE8. 

Hndson  Terminal  Bnildlng,  30  Church  Street,  Booth  20,  Phone  8851,  Cortlandt 
412  Fulton  Street,  Brooklyn,  N.  T«    Phone  1930  Main. 

All  express  charges  paid  to  any  point.  *  We  are  e^ecially  interested  in  these 
cleaners. 

You  are  not  obliged  to  purchase  attachments  with  any  make  of  cleaner;  in 
fact,  only  about  one-half  of  our  customers  buy  attachments  with  the  cleaner 


588-10^.  E.  &  O.  B. 

Thcfse  prices  are  subject  to  change  without  notice. 
No.  157.  (Over) 

[THIS  IS  A  FACSIMILE  OF  OUR  GUARANTEE  BOND.] 

OtTABANTEE  BOND. 


(Or  insurance  policy.) 


We  hereby  guarantee 


vacuum  cleaner  No. ,  purchased  by 


-,  for  a  period  of  one  year  from  date.    Said  guarantee  to  include  free 
repair  of  any  damage  to  said  cleaner  resulting  from  any  cause  whatsoever. 
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MoKorer,  In  the  event  of  sodi  repairs  being  needed  we'  will  k»ll  for  aild  deUtver 
the  cleaner  or  will  pay  expressage  on  It  both  ways  for  outrof-town  customers. 

Vacuum  Cleaneb  Specialty  Co.,  Inc., 

New  York  and  Brooklyn, 

Per  ■  '     ■■  -^ *,  Secretary, 

Date, 

'  Bee  'other  sMe  for  price  Uflt  anfl  terms. 

Pab.  ,6*  That  the  respondent  in  selling  and  offering  to  sell  vacuum 
cleaners  and  sweepers  in  commerce  as  aforesaid  has  demonstrated 
the  machines  of  different  competing  manufacturers  to  such  cus- 
tomers for  the  purpose  of  comparing  the  results  obtained  by  such 
cleaners  and  sweepers  with  the  results  obtained  by  the  Imperial 
Electric  Vacuum  Cleaner  in  the  sale  of  which  the  respondent  was 
interested,  and  in  so  demonstrating  the.  Hoover  Suction  Sweeper 
made  by  the  Hoover  Suction  Sweeper  Co.  of  North  Canton^  Ohio, 
has  caused  the  sweeper  to  be  operated  improperly  by — 

(a)  Revolving  the  brush  in  the  wrong  direction,  the  effect  of 
which  was  to  cause  the  sweeper  to  throw  dirt  out  on  the  carpet. 

(J)  Permitting  the  handle  hole  cover  to  be  partially  off,  which 
caused  a  passage  of  air  to  enter  the  machine  at  that  point  instead 
of  through  the  nozzle,  thereby  reducing  the  suction  of  the  ma- 
chine. 

{c)  Arranging  the  lips  of  the  nozzle  so  that  they  pressed  down 
so  closely  to  the  floor  that  they  did  not  allow  a  space  for  the  air  to 
pick  the  carpet  up  so  that  as  the  brush  revolved  it  could  create  a 
vibration  which  would  shake  the  dirt  from  the  floor  covering, 
and  while  so  demonstrating  has  stated  and  held  out  to  the  purchas- 
ing public  that  the  Hoover  machine  was  not  worth  five  cents;  was 
made  by  a  couple  of  harness  makers;  that  if  the  Hoover  machine 
was  bought  and  lasted  six  months  one  would  be  lucky;  that  it  was 
the  worst  machine  on  the  market  and  its  motor  one  of  the  most  in- 
ferior on  the  market ;  that  no  one  who  manufactured  cleaners  cared 
for  it  and  that  it  was  absolutely  no  good  and  was  never  heard  of 
outside  of  New  Jersey,  when  in  truth  and  in  fact  such  Hoover  ma- 
chine compares  favorably  in  efficiency,  reliability,  and  effectiveness 
with  other  machines  and  is  well  known  to  manufacturers  and  the 
vacuum-cleaner  public. 

CONCLUSIONS. 

That  the  practices  of  the  said  respondent,  under  the  conditions 
and  circumstances  described  in  the  foregoing  findings,  are  unfair 
methods  of  competition  in  interstate  commerce  and  constitute  a  viola- 
tion of  the  act  of  Congress  approved  September  26,  1914,  entitled 
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"An  act  to  create  a  Federal  Trade  Commissioii,  to  define  its  powers 
and  duties  and  for  other  purposes." 

OBDER  TO  CBBA8E  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  CooEimis- 
sion  upon  the  complaint  of  the  Commission,  the  answer  of  tho 
respondent,  the  testimony  and  evidence,  and  the  argument  of  coun- 
sel, and  the  Commission  having  made  its  findings  as  to  the  facts  with 
its  conclusion  that  the  respondent  has  violated  the  provisions  of  the 
act  of  Congress  approved  September  26,  1914,  entitled  "  An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  power  and  duties, 
and  for  other  purposes.'' 

It  is  now  ordered  that  the  respondent,  Vacuum  Cleaner  Specialty 
Co.,  Inc.,  its  officers,  agents,  servants,  and  employees  do  cease  and 
desist  from  directly  or  indirectly: 

(1)  Publishing  or  circulating  among  purchasers  or  prospective 
purchasers  of  vacuum  cleaners  or  sweepers,  or  like  devices,  rating 
sheets,  three-star  lists,  price  lists,  or  any  other  similar  advertising 
matter  calculated  or  tending  to  induce  the  public  to  believe  that  the 
Vacuum  Cleaner  Specialty  Co.,  Inc.,  does  not  own  or  have  any 
special  financial  interest  in  any  vacuum  cleaner  or  sweeper,  or  like 
device,  offered  by  it  for  sale  to  the  public,  when  in  fact  it  has  some 
such  interest  in  or  ownership  of  such  cleaners,  sweepers,  and  like 
devices. 

(2)  Improperly  demonstrating  to  purchasers  and  prospective  pur- 
chasers sample  vacuum  cleaners  or  sweepers,  or  similar  devices,  which 
have  been  willfully  tampered  with  or  which  have  been  intentionally 
improperly  adjusted,  or  making  such  demonstrations  in  any  manner 
whatsoever  which  do  not  fairly  represent  such  cleaners,  sweepers,  or 
like  devices  to  the  purchasing  public. 

(3)  Making  false  and  misleading  statements  to  customers  or  pros- 
pective customers  concerning  the  efficiency,  durability,  reliability* 
quality,  or  effectiveness  of  competitive  vacuum  cleaners  or  sweeping 
devices. 

It  is  further  ordered  that  the  respondent  within  SO  days  after  the 
date  of  service  upon  it  of  this  order,  file  with  the  Commission  a  re- 
port in  writing,  setting  forth  in  detail  the  manner  and  form  in  which 
it  has  complied  with  the  order  to  cease  and  desist  hereinbefore  set 
forth. 
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;•        FEDERAL  TRADE  COMMISSION 

UNIVERSAL  MOTOR  COMPANY  AND  UNIVERSAL 

PRODUCTS  COMPANY. 

OOMFLAIKT  IN  THE  KATTER  OF  THE  AUJBeED  TIOIiATION  OF  SBOTIOK  6 
OF  AN  ACT  OF  00NGR^88  AFPBOVED  gEFTEMBER  26,  1914. 

Docket  082— May  27,  1921. 

Where  a  coiporation  engaged  in  the  manufacture  and  sale  of  riectric  lighting 
plants  used  its  well-known  trade  name  **  Universal "  in  advertising,  refer- 
ring to,  and  selling  its  product,  and  thereafter  two  competitors  ad<q;)ted  and 
applied  said  trade  name  to  their  respective  products  in  advertising  and 
selling  the  same: 

Heid,  that  such  appropriation  of  trade  name,  under  the  circumstances  set  forth, 
constituted  an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Universal  Motor  Co.  and 
Universal  Products  Co.,  hereinafter  referred  to  as  respondents,  have 
been  and  are  using  unfair  methods  of  competition  in  interstate  com- 
merce in  violation  of  the  provisions  of  section  5  of  an  act  of  Con- 
gress approved  September  26,  1914,  entitled  ^^An  act  to  create  a 
Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,'^  and  it  appearing  that  a  proceeding  by  it  in  respect 
thereof  would  be  to  the  interest  of  the  public,  issues  this  complaint^ 
stating  its  charges  in  that  respect,  on  information  and  belief  as 
f ollov^s : 

Paragbafh  1.  That  the  respondent  Universal  Motor  Co.  is  a  cor- 
poration organized,  existing,  and  doing  business  under  and  by 
virtue  of  the  laws  of  the  State  of  Wisconsin,  with  its  principal  office 
and  place  of  business  located  at  the  city  of  Oshkosh  in  said  State, 
now  and  ever  since  December,  1914,  engaged  in  the  business  of  sell- 
ing electric  lighting  plants  for  use  on  farms  throughout  various 
States  of  the  United  States  in  direct  competition  with  other  persons, 
firms,  copartnerships,  and  corporations  similarly  engaged,  and  the 
respondent  Universal  Products  Co.  is  a  corporation  organized,  ex« 
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isting,  and  doing  business  under  and  by  virtue  of  the  laws  of  the 
State  of  Wisconsin,  with  its  principal  office  and  place  of  business 
located  at  the  oity  of  Sandusky^  State  of  Ohio,  at  all  times  herein 
mentioned  engaged  in  the  business  of  selling  and  distributing  the 
products  of  the  respondent  Universal  Motor  Co. 

Par.  2.  That  the  respondent  Universal  Motor  Co.  in  the  conduct 
of  its  business  purchases  the  materials  and  parts  for  use  in  its  pro- 
ducts in  various  States  of  the  United  States,  causing  the  same  to  be 
shipped  therefrom  through  other  States  in  and  to  the  city  of  Osh- 
kosh.  State  of  Wisconsin,  where  they  are  assembled  and  made  into 
the  finished  product  and  then  sold  and  shipped  to  customers  in 
different  States  of  the  United  States,  and  there  is  and  has  been  at 
all  times  herein  mentioned  a  constant  current  of  trsde  and  com- 
merce in  such  lighting  plants  between  and  among  the  several  States 
of  the  United  States  and  more  particularly  in  and  to  the  city  of  Osh- 
kosh.  State  of  Wisconsin,  and  therefrom  through  and  to  other  States 
.and  Territories  of  the  United  States. 

Pak.  3.  That  the  Universal  Battery  Co.  is  a  corporation  organ- 
ized, existing,  and  doing  business  under  and  by  virtue  of  the  laws 
of  the  State  of  Illinois,  with  its  principal  office  and  place  of  busi- 
ness located  at  the  city  of  Chicago,  in  said  State,  now  and  ever  since 
the  year  1913  engaged  in  selling  and  distributing  electric  storage 
batteries  and  electric  lighting  plants  for  use  on  farms  in  compe- 
tition with  the  respondents  herein.  That  during  the  year  1913  the 
aforesaid  Universal  Battery  Co.  took  over  and  acquired  all  the 
right,  title,  and  interest  in  and  to  the  business,  good  will,  and  trade 
names  of  Universal  Electric  Storage  Battery  Co.,  which  had  been 
engaged  since  the  year  1911  in  selling  and  distributing  electric  stor- 
age batteries  and  electric  lighting  plants  for  farm  use. 

Par.  4.  That  ever  since  the  year  1911  said  Universal  Battery  Co. 
and  its  predecessor.  Universal  Electric  Storage  Battery  Co.,  have 
used,  adopted,  and  applied  to  their  batteries  and  lighting  plants  the 
trade  name  "Universal,"  and  by  advertisements  in  circulars  and 
newspapers  generally  distributed  throughout  various  States  of  the 
United  States  their  products  have  become  well  known  and  estab- 
lished with  the  trade  and  general  public  as  Universal  batteries  and 
Universal  lighting  plants. 

Par.  6.  That  the  respondents,  Universal  Motor  Co.  and  Universal 
Products  Co.,  ever  since  December,  1914,  in  commerce  aforesaid, 
have  advertised  and  sold  and  are  now  offering  for  sale  to  the  trade 
and  general  public  lighting  plants  for  which  they  have  adopted  and 
assumed  the  trade  names  of  Universal  lighting  unit,  Universal  unit 
lighting  plants,  and  Universal  farm  lighting  unit,  and  that  the 
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effect  of  such  eimolation  has  been,  and  is,  among  others,  to  confuse 
the  trade  and  general  public  and  mislead  dealers,  customers,  and 
prospective  customers  into  the  belief  that  the  lighting  plants*  of  the 
respondents  and  Universal  battery  company  are  one  and  the  same. 

KEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

•  Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Conmiission  issued  and  served  a 
complaint  upon  the  respondents.  Universal  Motor  Co.  and  Universal 
Products  Co.,  charging  them  with  the  use  of  unfair  methods  of  com- 
petition in  commerce,  in  violation  of  the  provisions  of  said  act. 

The  respondents,  having  entered  their  appearances  and  filed  their 
answers  herein  through  their  respective  attorneys,  and  the  said 
attorneys  and  the  attorney  for  the  Conmiission  having  introduced 
evidence  herein  as  provided  by  said  act,  and  respondent  having  en- 
tered into  stipulations  as  to  the  facts  and  requested  the  Commission 
to  issue  its  order  in  conformity  therewith,  and  respondent  having 
waived  oral  argument  and  the  filing  of  briefs  with  the  Commission, 
and  the  Commission  being  now  fully  advised  in  the  premiseSy  finds 
and  concludes  as  follows : 

FINDINGS  AS  TO  THE  PACTS. 

Paragraph  1.  That  the  Universal  Battery  Co.,  a  corporation  or- 
ganized, existing  and  doing  business  since  the  year  1913,  under  the 
laws  of  the  State  of  Illinois,  with  its  principal  place  of  business  in« 
Chicago,  in  said  State,  succeeded  to  the  business  conducted  by  the 
Universal  Electric  Storage  Battery  Co.,  a  corporation  that  had  been 
organized  in  1911,  and  which  in  turn  had  succeeded  to  the  business 
conducted  by  a  firm  in  Chicago  since  1901;  that  said  Universal  Bat- 
tery Co.  has  been  since  said  year  1913,  and  now  is,  engaged  in 
manufacturing,  selling,  and  distributing  in  interstate  commerce,  elec- 
tric storage  batteries  and  electric  lighting  plants;  that  in  its  ad- 
vertising, correspondence,  and  contracts  of  sale,  it  had  given  and  is 
giving  to  such  battery  and  electric  lighting  plants  the  name  ^  Uni- 
versal," which  had  been  used  by  its  said  predecessors  since  1901 ;  that 
thi  public  recognized  during  said  period  and  now  recognizes  the 
product  of  isaid  company  by  the  said  name  ^  Universal "  used  in  con- 
nection therewith. 

Par.  2.  That  the  respondent,  Universal  Motor  Co.,  a  corporation 
organized  in  1914,  under  the  laws  of  the  State  of  Wisconsin,  with  its 
principal  place  of  business  at  Oshkosh,  in  said  State,  has  been  since 
said  year,  and  now  is,  engaged  in  selling  and  distributing  in  inter- 
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ing  plants  or  systems  only  under  the  name  of  ^Universal  Prod- 
ucts lighting  plants '  or  '  systems/  or  equivalent  language,  including 
the  words '  Universal '  and '  Products,'  the  one  following  immediately 
after  the  other ;  and  that  the  Universal  Products  Co.  shall  immedi- 
ately change  all  advertising  plates  and  matter  in  so  far  as  it  is  pos- 
sible "  ;  and  that  said  respondent  will  not  ^^  permit  the  use  upon  its 
behalf  of  any  plate  or  advertising  matter  which  does  not  conform 
with  this  stipulation." 

CONCLUSION. 

The  practices  of  said  respondents  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings  constitute  unfair 
methods  of  competition  in  interstate  commerce  and  a  violation  of 
the  act  of  Congress  approved  September  26,  1914,  entitled  '^An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST. 

This  cause  having  been  heard  by  the  Federal  Trade  Commission 
upon  the  complaint  of  the  Commission,  the  answers  of  the  respond- 
ents, the  stipulation  of  facts  executed  and  filed  herein  by  counsel  for 
the  respective  parties,  the  testimony  and  other  evidence  introduced 
by  counsel  herein,  and  the  Commission  having  made  its  findings  as 
to  the  facts,  with  its  conclusion  that  the  respondents  have  violated 
the  provisions  of  the  act  of  Congress  approved  September  26,  1914, 
entitled  ^'An  act  to  create  a  Federal  Trade  Conmiission,  to  define 
its  powers  and  duties,  and  for  other  purposes," 

It  is  ordered  that  the  respondent.  Universal  Motor  Co.,  cease  and 
desist  in  the  course  of  its  business  in  interstate  commerce  from  using 
the  word  "Universal"  in  its  advertising,  on  its  letterheads,  bill- 
heads, and  other  stationery,  to  describe  or  designate  its  lighting 
plants  or  lighting  systems,  unless  the  word  "  Universal "  be  followed 
with  or  accompanied  by  the  words  "  Motor  Co.,"  or  by  other  words 
clearly  showing  that  the  lighting  plants  or  lighting  systems  are 
those  of  the  Universal  Motor  Co. 

It  is  further  ordered  that  the  respondent.  Universal  Products  Co., 
cease  and  desist  in  the  course  of  its  business  in  interstate  commerce 
from  using  the  word  "  Universal "  in  its  advertising,  on  its  letter- 
heads, billheads,  and  other  stationery,  to  describe  or  designate  its 
lighting  plants  or  lighting  systems  unless  the  word  "  Universal "  be 
followed  with  or  accompanied  by  the  words  "  Products  Co.,"  or  by 
other  words  clearly  showing  that  the  lighting  plants  or  lighting 
systems  are  those  of  the  Universal  Products  Co. 
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It  is  fwrther  ordered  that  respondents  and  eadi  of  them  shall, 
within  60  days  from  the  date  of  this  order,  file  with  the  Commissioii 
a  report  or  statement  showing  how  and  in  what  maimer  they  have 
been  and  are  complying  with  this  order. 
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FEDERAL  TRADE  COMiaSSION 

THE  STAR  PROVISION  COMPANY,  MALONE  OIL  COMPANY 
and  B.  MARX,  TRADING  UNDER  THE  NAME  AND  STYLE 
OF  LIBERTY  OIL  PRODUCTS  COMPANY. 

COMPLAINT  IN  THE  MATTES  OF  THE  ALLEGED  VIOLATION  OF  SECTION 
5  OF  AN  ACT  OF  OONOaBSS  APPBOYED  SEPTEMBER  26,  1914. 

Docket  611-June  4,  1921. 
Syllabus. 

Where  a  corporatioii  engnged  in  the  manufacture  and  sale  of  lubricatiiig  oils,  adul- 
terated linseed  oil,  and  like  products,  at  the  request  of  purchasing  dealers  labeled 
a  mixture  of  boiled  (or  Raw)  linseed  oil,  mineral  oil,  and  a  drier  with  the  name  of 
the  dealer,  together  with  the  words  "Guaranteed  for  Mechanical  Purposes.  In- 
edible Compound  Boiled  (or  Raw)  Linseed  Oil  *  *  */'  without  stating  the 
other  ingredients;  and 

Where  a  corporation  and  an  individual  dealing  in  oils,  roofing  cements,  concrete 
hardeners,  paints,  and  like  products, 

(a)  Sold  a  mixture  of  boiled  (or  raw)  linseed  oil,  mineral  oil,  and  a  drier,  labeled,  at 
their  request,  as  above  described; 

(6)  Advertised  and  offered  through  circular  letters  various  products  compounded 
with  mineral  oil  under  such  characterizations  as  '*  Extra  W.  S.  Lard  Oil, "  "Brown 
Strained  Fish  Oil, "  "Straits  Fish  On, "  "Sperm  Oil, "  etc.,  with  such  statements 
as  "You  are  undoubtedly  aware  that  there  is  an  enormous  shortage  of  Animal 
Oils  *  ♦  ♦  and  while  we  do  not  guarantee  our  products  to  be  lOOjife  pure,  we 
feel  confident  that  the  same  will  meet  your  requirements  for  all  mechanical  and 
industrial  uses  *  *  *, ''  and  "Our  oils  are  guaranteed  for  all  mechanical  and 
industrial  purposes,    *    *    *";  and 

(e)  Advertised  and  offered  through  circular  letters  certain  products  compounded 
with  mineral  oil  which  it  characterized  as  "Comp.  Raw  Linseed  Oil,"  "Comp. 
Boiled  Linseed  Oil,"  and  "Comp.  Turpentine,"  together  with  the  statements 
"You  are  undoubtedly  aware  that  the  market  price  on  Linseed  oil  and  turpen- 
tine has  advanced  to  practically  the  highest  price  ever  known.  For  this  reason 
we  are  producing  a  special  grade  of  oil,  and  while  we  do  not  guarantee  the  same 
to  be  absolutely  pure,  we  will,  however,  guarantee  it  for  all  painting  purposes"; 

With  a  tendency  and  capacity,  in  such  circular  letters,  to  deceive  and  mislead  cus- 
tomers into  believing  that  part  of  the  products  so  offered  were  pure  oils  of  the  kind 
specified,  and  that  the  rest  were  special  grades  of  special  compoimd  oils,  entirely 
proper  for  all  industrial  purposes,  and  not  mixtures  of  the  oils  specified  with 
mineral  oil: 

Eeld,  That  such  mislabeling,  and  such  ^se  and  misleading  advertising,  under  th« 
circumstances  set  forth,  constituted  unfair  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Star  Provision  Com- 
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pany,  Malone  Oil  Company,  and  B.  Marx,  trading  under  the  name 
and  style  of  Liberty  Oil  Products  Company,  all  of  wh6m  are  herein- 
after referred  to  as  respondents,  have  been  and  are  using  unfair 
methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  5  of  an  act  of  Congress,  approved  September  26, 
1914,  entitled  ''An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties  and  for  other  purposes,"  and  it  appear- 
ing that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  that  respect 
on  information  and  belief  as  follows: 

Pab.  1.  That  the  respondent  Star  Provision  Company  is  a  cor- 
poration organized  and  existing  under  the  laws  of  the  State  of  Ohio, 
with  principal  place  of  business  at  Cleveland,  in  said  State.  That 
the  respondent  Malone  Oil  Company  is  a  corporation  organized  and 
existing  imder  the  laws  of  the  State  of  Ohio,  with  principal  place  of 
business  at  Cleveland  in  said  State.  That  the  respondent  B.  Marx 
is  treasurer  and  manager  of  the  respondent  Star  Provision  Com- 
pany and  conducts  a  branch  of  the  business  of  said  respondent  \mder 
the  trade  name  of  liberty  Oil  Products  Company. 

Pab.  2.  That  the  respondent  Star  Provision  Company  is  engaged 
in  the  business  of  dealing  in  oils  and  paints,  cements,  concrete 
hardeners,  and  like  commodities,  part  of  which  business  is  con- 
ducted in  its  own  corporate  name  and  part  under  the  trade  name  of 
Liberty  Oil  Products  Company.  That  the  respondent  Malone  Oil 
Company  is  engaged  in  the  business  of  manufacturing  and  selling 
lubricating  oils,  adulterated  linseed  oil,  and  like  products.  That 
each  of  said  respondents  sells  their  respective  products  and  com- 
modities in  various  States  of  the  United  States  and  causes  same  to 
be  transported  to  the  purchasers  thereof  from  the  State  of  Ohio 
through  and  into  various  other  States. 

Fab.  3.  That  when  the  respondent  Star  Provision  Company  obtains 
from  a  customer  an  order  for  lubricating  oil  or  adulterated  linseed 
oil,  such  order  is  turned  over  to  the  respondent  Malone  Oil  Com- 
pany, which  makes  up  the  commodity  so  ordered  and  which  is  put 
in  containers  and  labeled  as  the  product  of  the  respondent  Star  Pro- 
vision Company  or  the  Liberty  Oil  Products  Company. 

Pab.  4.  That  the  respondent  Star  Provision  Company,  both  in 
its  own  corporate  name'  and  imder  the  trade  name  of  Liberty  Oil 
Products  Company,  by  circulars  and  circular  letters  mailed  to  pros- 
pective customers,  solicits  trade  in  various  lubricating  oil  compoimda 
and  adulterated  linseed  oils  without  disclosing  to  tlie  purchasing 
public  the  component  ingredients  of  said  compoimds,  and  such 
circulars  are  calculated  to  and  do  deceive   the  purchasing  pubUc 
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and  create  the  erroneous  impression  that  such  oils  and  compounds 
are  pure  lard,  fish,  sperm,  or  linseed  oUs.  That  said  circulars  and 
circular  letters  also  contain  the  false  and  misleading  statement  that 
such  oils  and  compounds  so  offered  to  the  purchasing  public  will 
meet  the  requirements  of  all  mechanical  and  industrial  uses. 

Par.  5.  That  the  actions  and  doings  of  the  said  respondents,  sever- 
ally and  in  their  common  action,  herein  referred  to  and  recited,  is 
an  unfair  method  of  competition  in  interstate  commerce  within  the 
meaning  of  section  5  of  an  act  of  Congress  entitled  ''An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,"  approved  September  26,   1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Septem- 
ber 26,  1914,  the  Federal  Trade  Commission  issued  and  served  its 
complaint  upon  the  respondents,  the  Star  Provision  Company,  Malone 
Oil  Company,  and  B.  Marx,  trading  under  the  name  and  style  of  Lib- 
erty Oil  Products  Company,  charging  them  with  the  use  of  unfair 
methods  of  competition  in  commerce  in  violation  of  the  provisions  of 
said  act. 

The  respondents  having  entered  their  appearance  by  their  attorney, 
James  Metzenbaimi,  Esq.,  and  filed  their  answer  herein,  an  agreed 
statement  of  facts  was  duly  executed  under  date  of  November  1, 1920, 
by  said  counsel  for  respondents  and  by  the  chief  counsel  for  the  Fed- 
eral Trade  Commission,  and  duly  filed  in  the  records  of  this  cause,  said 
agreed  statement  of  facts,  subject  to  the  approval  and  acceptance 
of  the  Commission,  to  be  in  lieu  of  testimony,  and  to  be  the  evidence 
in  this  cause.  By  such  agreed  statement  of  facts  respondents  agreed 
to  waive  the  privilege  of  filing  written  brief  herein,  and  agreed  that  the 
Commission  should  proceed  forthwith  to  enter  its  report,  stating  its 
findings  as  to  the  facts,  and  its  conclusion,  and  to  make  and  enter  its 
order,  disposing  of  this  cause;  but  reserving  to  the  respondents, 
nevertheless,  the  right  to  file  a  motion  to  dismiss  the  complaint,  and 
to  offer  oral  argument  in  support  thereof.  Such  right  and  privilege 
of  filing  such  motion  to  dismiss  the  complaint,  and  to  offer  oral  argu- 
ment in  support  thereof,  was  subsequently,  tmder  date  of  November  6, 
1920,  withdrawn  and  waived  by  respondents,  as  will  more  fully  appear 
from  the  files  and  records  of  this  cause. 

And  thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
Commission,  having  duly  considered  the  record,  and  being  now 
fully  advised  in  the  premises^  makes  this,  its  findings  as  to  the  facts, 
and  conclusions: 
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FINDINGS   AS  TO  THE   FACTS. 

Paragraph  1.  That  the  respondent  Star  Provision  Company  is  a 
corporation  organized  and  existing  under  the  laws  of  the  State  of 
Ohio,  with  principal  place  of  business  in  the  city  of  Cleveland,  in  said 
State.  That  the  respondent  Malone  Oil  Company  is  a  corporation 
organized  and  existing  under  the  laws  of  the  State  of  Ohio,  with  prin- 
cipal place  of  business  in  the  city  of  Cleveland,  in  said  State.  That 
the  respondent  B.  Marx  is  treasurer  and  manager  of  the  respondent 
Star  Provision  Company,  and  conducts  a  branch  of  the  business  of 
said  ->^espondent  under  the  trade  name  of  Liberty  Oil  Products 
Company. 

Par.  2.  The  respondent  Star  Provision  Company  is  engaged  in 
the  business  of  buying  and  selling  oils,  paints,  cements,  concrete 
hardeners,  and  like  commodities,  part  of  which  business  is  conducted 
under  its  own  corporate  name  and  part  under  the  trade  name  of 
Liberty  Oil  Products  Company.  The  respondent  B.  Marx,  for  the 
Star  Provision  Company  aforesaid,  and  also  under  the  trade  name  of 
Liberty  Oil  Products  Company,  as  aforesaid,  is  engaged  in  the  busi- 
ness of  selling  oils,  roofing  cements,  concrete  hardeners,  paints,  and  like 
products.  Each  and  all  of  said  respondents  sell  their  respective 
products  and  commodities  in  various  States  of  the  United  States,  and 
cause  the  same  to  be  transported  to  the  purchasers  thereof,  from  the 
State  of  Ohio,  through  and  into  various  other  States  of  the  United 
States.  Said  respondents  have  sold  and  transported  their  respective 
products  and  conmiodities,  as  aforesaid,  during  the  year  last  past  and 
prior  thereto,  in  direct  competition  with  other  individuals,  firms,  and 
corporations  engaged  in  the  same  or  similar  business,  and  likewise 
seUing  and  transporting  their  products  in  and  through  the  several 
States  of  the  United  States. 

Par.  3.  The  said  respondents  the  Star  Provision  Company  and  B. 
Marx,  under  the  said  trade  name  of  Liberty  Oil  Products  Company, 
have  been  and  are  selling  to  purchasers  in  various  States  of  the  United 
States  a  product  which  is  labeled  as  follows: 

Liberty  Oil  Products  Co.  Guaranteed  for  Mechanical  Poiposes.  Inedible  Com- 
pound Boiled  (or  Raw)  Linseed  Oil.    Cleveland,  Ohio. 

Said  product,  so  sold  and  labeled,  as  aforesaid,  was  not  pure  boiled 
linseed  oil  or  pure  raw  linseed  oil;  but  was  a  compound  consisting  of 
boiled  (or  raw)  linseed  oil,  mineral  oil,  and  a  dryer,  mixed  together. 
The  names  of  the  other  ingredients,  to  wit,  mineral  oil  and  dryer,  did 
not  and  do  not  appear  upon  said  label  or  ekewhere  upon  the  package 
containing  such  product.    Respondents  admit   that  said  produci 
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should  be  described  as  '' Inedible  compound  boiled  (or  raw)  linseed 
oil  and  mineral  oil  and  dryer";  and  agree  to  so  label  in  the  future. 

Par.  4.  That  the  said  respondent  Malone  Oil  Company,  at  the  re- 
quest and  instance  of  the  said  respondents  the  Star  Provision  Com- 
pany and  B.  Marx,  trading  under  the  name  of  Liberty  Oil  Products 
Company,  applied  the  aforesaid  brand  or  label  (hereinbefore  set  forth 
in  par.  3  hereof)  to  the  said  oil  products  so  sold  and  advertised,  as 
aforesaid,  by  tbe  aforesaid  respondents  the  Star  Provision  Company, 
and  B.  Marx,  trading  imder  tbe  name  of  Liberty  Oil  Products  Com- 
pany. The  said  brand  or  label  was  stenciled,  at  the  request  and  in- 
stance of  the  last-mentioned  respondents,  upon  the  barrels  or  con- 
tainers of  the  said  products. 

Pab.  5.  The  said  respondents  the  Star  Provision  Company  and  B. 
Marx,  under  the  said  name,  to  wit,  Liberty  Oil  Products  Company, 
have  during  the  year  last  past  circulated,  to  prospective  customi^rs 
in  various  States  of  the  United  States,  certain  circular  letters  or 
advertisements,  true  copies  whereof  were  attached  to  the  said  agreed 
statement  of  facts  and  incorporated  therein,  and  marked,  respec- 
tively, "Exhibit  1,"  ''Exhibit  2,"  ''Exhibit  3,''  and  ''Exhibit  4.'' 
Said  circular  letters,  distributed  as  aforesaid  by  the  respondents 
aforesaid,  advertised  and  offered  for  sale  certain  oil  products,  which 
oil  products  in  all  cases  were  not  pure  oils  of  the  kind  specified,  but 
were  compoimded  with  mineral  oil.  Said  circular  letters  are  here 
set  forth  in  full,  as  follows: 

EXHIBIT  1. 

Lard  Oil  The  Star  Provision  Co.  SefX  Oil 

Fish  Oil  Animal  Oils  Cod  OU 

Neatsfoot  Oil  1836  Euclid  Avenue  Whale  Oil 

Cleveland,  0. 

You  are  undoubtedly  aware  that  there  is  an  enormous  shortage  of  Animal  Oils, 
which  is  likely  to  continue  for  some  time  to  come.  We  desire  to  call  your  attention 
to  the  fact  that  we  are  manufacturing  special  grades  of  this  material  and  while  we  do 
not  guarantee  our  products  to  be  100%  pure,  we  feel  confident  that  the  same  will 
meet  your  requirements  for  all  mechanical  and  industrial  uses.  Shipments  are  for- 
warded subject  to  your  inspection  and  approval. 

We  are  in  position  to  make  prompt  shipment  and  quote  subject  to  immediate 
acceptance  the  following: 

Extra  W.  8.  Lard  Oil $1.62  per  gallon 

Extra  Lard  Oil 1.45  " 

No.  1  Lard  Oil 1.35  " 

No.  2  Lard  Oil 1.18  " 

Brown  Strained  Fish  Oil 1.16  " 

Straits  Pish  Oil 85  " 

Sperm  Oil 1.60  " 
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Fkicee  quoted  above  are  for  delivery  aa  you  may  desire  between  this  date  and 
Februaiy  1,  in  barrel  lots,  freight  paid  to  your  City.  Where  ^ve  or  more  barrela  are 
purchased  we  allow  a  reduction  of  two  cents  per  gallon. 

We  feel  sure  that  by  placing  your  business  with  us  for  any  of  the  above  grades  of 
00  the  same  will  effect  you  a  liberal  saving,  and  you  have  our  guarantee  for  quality 
as  well  as  prompt  deliveries. 

May  we  be  favored  with  your  order? 

Very  truly,  yours, 

The  Stab  Provision  Gompant. 

EXHIBIT  2 

Lard  Oil  The  Star  Provision  Go.  Cod  Oil 

Fish  Oil  Animal  Oils  Seal  Oil 

Neatsfoot  Oil  1886  Euclid  Avenue  Whale  Oil 

Gleveland,  O. 

You  are  undoubtedly  aware  that  there  is  an  enormous  shortage  of  Animal  Oils, 
and  considerable  difficulty  is  encountered  in  making  any  kind  of  shipments.  For 
this  reason  we  suggest  that  you  place  orders  now  for  your  immediate  or  future 
requirements. 

Subject  to  immediate  acceptance  by  return  mail  and  for  delivery  as  you  may 
desire  between  this  date  and  September  1,  we  quote: 

Inedible  Comp.  Extra  W.  S.  Lard  Oil $1.44  per  gallon 

Inedible  Comp.  No.  1  Lard  Oil 1.18  "  " 

Inedible  Comp.  No.  2  Lard  Oil 1.04  "  " 

Inedible  Comp.  Prime  Neatsfoot  Oil 1.46  "  " 

Inedible  Comp.  Extra  Neatsfoot  Oil 1.20  "  " 

Inedible  Comp.  No.  1  Neatsfoot  Oil 1.06  "  " 

Inedible  Comp.  Sperm  Oil ,.  1.30  "  " 

Inedible  Comp.  Brown  Strained  Fish  Oil 1.12  "  " 

Inedible  Comp.  Straits  Fish  Oil 1.02  "  " 

The  above  quotations  are  for  delivery  F.  0.  B.  your  City,  in  barrel  lots.  Where 
four  or  more  barrels  are  ordered  we  allow  a  discount  of  St  per  gallon.  We  also  pack 
the  above  in  Half-barrels  and  case  lots  containing  12  1-gallon  cans  or  2  6-gallon  cans. 
Where  one-gallon  cans  are  purchased  we  place  labels  on  each  can  bearing  your  name 
and  address. 

Our  oils  are  guaranteed  for  all  mechanical  and  industrial  purposes,  and  shipments 
are  forwarded  subject  to  your  inspection  and  approval.  We  feel  confident  that  you 
will  effect  quite  a  saving  in  placing  your  business  with  us  for  immediate  or  future 
delivery. 

Kindly  let  us  hear  from  you  should  you  be  interested. 
Very  truly,  yours, 

The  Stab  Pbovibion  Company. 

EXHIBIT  3. 

Lard  Oil  The  Star  Provision  Co.  .        Cod  Oil 

Fish  Oil  Animal  Oils  Seal  Oil 

Neatsfoot  Oil  1836  Euclid  Avenue  Whale  Oil 

Cleveland,  O. 

Owing  to  the  increased  cost  of  raw  materials,  we  are  looking  for  advances  on  all 
grades  of  Animal  Oils,  and  if  you  expect  to  be  in  the  market  between  this  date  and 
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July  finty  we  saggest  that  you  cover  now  your  requirementB  for  immediate  or  future 
delivery. 

Subject  to  immediate  acceptance,  we  quote:  bbte.    }  bbb. 

Inedible  Com.  £.  W.  S.  Lard  Oil $1.48    $1.63  per  gallon 

"     No.  1  Lard  Oil 1.16     1.21   " 

"  "     Prime  Neatflfoot  Oil 1.62     1.67  *• 

"  "     No.  1  Neatefoot  Oil 1.18      1.23   " 

"  "     Menhaden  Firii  Oil 1.18      1.23   " 

"  "     StwdtB  Fiflh  Oil l.(H      1.09   " 

"  "     SpermOil.... 1.86      1.40   " 

.  The  above  quotatJons  are  F.  O.  B.  your  Oity,  and  for  delivery  as  you  may  denre' 
between  this  date  and  Jidy  first.  We  also  pack  the  above  in  case  lots  containing 
12 1-gallon  cane  or  2  6-gallon  cane.  Where  purchased  in  this  manner  we  place  labels 
on  the  cans  bearing  your  name  and  address. 

Our  products  are  guaranteed  for  all  mechanical  and  industritl  purposes,  all  ship- 
ments being  forwarded  subject  to  toitb  iNapacrxoN  and  atproval.    We  feel  sure 
that  by  placing  your  businesB  with  us  yon  will  be  effecting  a  liberal  saving,  and  yoa 
have  our  guarantee  for  quality  as  well  as  prompt  delivery. 
Are  you  in  the  market?    May  we  be  favored  with  your  order? 
Very  truly,  yours, 

Ths  Stax  Pbovxsxon  Gompant. 


EXHIBIT  4. 

Ldsrtt  Oil  Pboducts  Go. 

Oils  for  Industrial  Uses 

326  Union  Building 

Cleveland,  O. 

Subject:  Linseed  Oil  and  Turpentine. 

You  are  undoubtedly  aware  that  the  market  price  on  Linseed  Oil  and  Turpentine 
has  advanced  to  practically  the  highest  price  ever  known.  For  this  reason  we  aro 
producing  a  special  grade  of  oil,  and  while  we  do  not  guarantee  same  to  be  absolutely 
pure,  we  will,  however,  guarantee  it  for  all  painting  purposes. 

We  are  in  position  to  make  prompt  shipment,  and  quote  subject  to  immediate 
acceptance: 

Gomp.  Raw  Unseed  Oil $1.63  per  gallon 

Gomp.  Boiled  Linseed  Oil 1.66  "       " 

Gomp.  Turpentine 1.64   "       " 

The  above  quotations  are  for  barrel  lots,  F.  O.  B.  your  Gity,  less  freight,  and  for 
delivery  as  you  may  desire  between  this  date  and  March  fifteenth. 

We  are  confident  that  once  you  try  our  product  you  will  purchase  no  other.  All 
orders  are  subject  to  your  inspection  and  approval. 

Are  you  in  the  market?    May  we  be  favored  with  your  order? 
Very  truly,  yours, 

Thb  Liberty  Oil  Pkoducts  Go. 

Par.  6.  Said  circular  letters,  so  distributed  as  aforesaid,  were 
false  and  misleading,  and  had  a  tendency  and  capacity  to  mislead 
and  deceive  said  prospective  customers,   and  directly  tended  to 
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mislead  and  deceive  said  prospective  customers,  and  to  induce  them 
to  believe  that  part  of  the  oil  products,  so  offered  for  sale  and  adver- 
tised as  aforesaid,  were  pure  oils  of  the  kind  specified^  and  not  com- 
pounds, mixtures,  or  combinations  of  such  oils  with  mineral  oil, 
and  that  the  rest  of  such  oil  products  were  special  grades  of  special 
compound  oils,  entirely  proper  for  all  mechanical,  industrial,  or 
painting  purposes,  and  not  compounds,  mixtures,  or  combinations 
of  oils  of  the  kind  specified  with  mineral  oil. 

CONCLUSIONS. 

The  practices  of  the  said  respondents,  and  of  each  of  them,  imder 
the  conditions  and  circumstances  described  in  the  foregoing  findings, 
are  unfair  methods  of  competition  in  interstate  commerce  and 
constitute  a  violation  of  the  act  of  Congress  approved  September  26, 
1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes." 

ORDEB  TO   CEASE   AND    DESIST. 

This  proceedmg  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
several  respondents  and  the  agreed  statement  of  facts  duly  executed 
by  counsel  for  respondents  and  for  the  Commission,  approved  by 
the  Conmussion,  and  filed  in  the  records  and  files  of  this  case  in  lieu 
of  testimony  and  as  the  evidence  in  this  case;  and  the  Commission 
having  made  its  findings  as  to  the  facts  with  its  conclusions  that  the 
several  respondents  have  violated  the  provisions  of  the  act  of  Con- 
gress, approved  September  26,  1914,  entitled  ''An  act  to  create  a 
Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes"; 

It  is  now  ordered: 

I.  That  respond^its  the  Star  Provision  Company  and  B.  Marx, 
trading  under  ihe  name  and  style  of  liberty  Oil  Products  Company, 
do  severally  and  jointly  cease  and  desist. 

(1)  From  selling  or  offering  for  sale  in  interstate  commerce  any 
compound,  mixture,  or  combination  of  linseed  oil  with  mineral  oil 
or  other  substances  which  is  labeled  or  branded  as  ''linseed  oil/' 
unless  the  name  or  names  of  such  other  oil,  to  wit,  mineral  oil,  or 
such  other  substances,  be  also  displayed  upon  such  labels  or  brands, 
in  conjunction  with  the  words  "linseed  oil"  and  in  letters  of  the 
same  size,  shape,  and  prominence  as  said  words  "linseed  oil";  and 

(2)  From  holding  out  or  <^ering  for  sale  in  interstate  commerce, 
by  means  of  lettersi  circulars,  or  other  advertisements,  any  com- 
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pound,  mixtuFe,  or  combination  of  any  of  the  following  several  oils, 
to  wit,  turpentine,  linseed  oil,  sperm  oil,  lard  oil,  brown  strained  fish 
oil,  straits  fish  oil,  neatafoot  oil,  or  menhaden  fish  oil,  with  either 
mineral  oil  or  other  oils  or  substances,  unless  it  clearly  and  plainly 
appears  upon  all  of  such  letters,  circulars,  or  other  adyertisements 
that  such  products  are  compounds,  mixtures,  or  combinations  of 
the  several  oils  aforesaid,  and  not  pure  turpentine,  linseed  oil,  sperm 
oil,  lard  oil,  brown  strained  fish  oil,  straits  fish  oil,  neatsfoot  oil,  or 
menhaden  fish  oil,  respectively;  and  unless  such  letters,  circulars, 
or  other  advertisements  state  clearly  and  plainly  in  letters  of  equal 
size,  shape,  and  prominence  the  name  or  names  of  such  oil,  to  wit, 
mineral  oil,  or  such  other  oils  or  substances,  used  in  a  compound, 
mixture,  or  combination  with  any  of  the  several  oils  aforesaid,  to- 
wit,  turpentine,  linseed  oil,  sperm  oil,  lard  oil,  brown  strained  fish 
oil,  straits  fish  oil,  neatsfoot  oil,  or  menhaden  fish  oil,  wherever 
said  oils  last  mentioned  are  quoted,  offered  for  sale,  or  otherwise 
Advertised  in  said  letters,  circulars,  or  other  advertisements;   and 

II.  That  respondent  Malone  Oil  Company  do  cease  and  desist  from 
applying  or  afiSxing  any  label  or  brand  to  or  upon  any  barrel  or  other 
container  of  any*  compound,  mixture,  or  combination  of  linseed  oil 
with  mineral  oil  or  oUier  substances,  at  the  request  and  instance  of 
respondents,  Star  Provision  Company  or  B.  Marx,  or  either  of  them, 
or  of  any  oUier  individual,  company,  or  corporation,  or  at  all,  unless 
the  name  or  names  of  such  other  oil,  to  wit,  mineral  oil,  or  such 
other  substances,  be  also  displayed  upon  such  label  or  brand  in 
conjunction  with  the  words  "linseed  oil,"  in  letters  of  the  same  size, 
shape,  and  prominence  as  said  words  ''linseed  oil." 

It  is  furOier  ordered.  That  the  respondents,  the  Star  Provision 
Company,  Malone  Oil  Company,  and  B.  Marx,  trading  under  the 
name  and  style  of  Liberty  Oil  Products  Company,  do,  within  thirty 
(30)  days  from  the  date  of  the  service  upon  them  (^  this  order,  file 
wiUi  the  Commission  individual  and  separate  reports  for  each  of 
the  said  respondents,  setting  forth  in  detail  the  manner  and  form 
in  which  each  of  them  has  complied  with  the  order  of  the  Commission 
herein  set  forth. 

74636'— 22 ^26 
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FEDERAL  TRADE  COMMISSION 

V. 

GUARANTEE  VETERINARY  CO.  AND  GEORGE  L.  OWENS. 

OOMFIiAIKT  IN  THE  MATTER  OF  THE  AIXiBGED  YIOLATtON  OF   SECTION  6 
OF  AN  ACT  OF  00NOBE88  APPROVED  SEPTEMBER  26,  1814. 

Docket  34a— June  8,  1921. 

Stllabus. 

Where  a  concern  and  an  indlvidnal,  engaged  in  the  sale  of  salt  blocks  for  live 
stock  under  the  brand  name  "  Sal-Tonik/* 

(a)  Falsely  advertised  the  ingredients  of  said  product;  and 

(6)  Advertised  "U.  S.  GOVERNMENT  ADOPTS  SAL-TONIK— the  Quarter- 
master's Department  of  the  U.  S.  Army  has  ADOPTED  SALrTONIK  and 
purchased  our  entire  Southern  output  for  use  In  the  U.  S.  Cavalry.  ♦  ♦  •," 
reproducing  a  letter,  falsely  alleged  to  have  been  written  by  the  "  Assistant 
Veterinarian  of  the  U.  S.  Army  at  Camp  Johnston/'  indorsing  sudi  product 
and  the  results  of  its  use  at  said  camp;  the  facts  being  that  only  one 
purchase  thereof  was  made  by  the  Government,  and  that  in  other  respects 
the  advertising  was  false  and  misleading : 

Held,  That  such  false  and  misleading  advertising,  under  the  circumstances 
set  forth,  constituted  unfair  methods  of  competition, 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it,  that  the  Guarantee  Veterinary 
Co.  and  George  L.  Owens,  hereinafter  referred  to  as  respondents, 
have  been  and  are  using  unfair  methods  of  competition  in  interstate 
commerce  in  violation  of  the  provisions  of  section  5  of  an  act  of 
Congress  approved  September  26, 1914,  entitled,  ^^An  act  to  create  a 
Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,"  and  it  appearing  that  a  proceeding  by  it  in  respect 
thereof  would  be  to  the  interest  of  the  public,  issues  this  complaint, 
stating  its  charges  in  that  respect  on  information  and  belief  as 
f qUows  : 

Paragraph  1.  That  the  respondent,  the  Guarantee  Veterinary  Co., 
is  an  association  in  the  form  of  a  trust,  having  its  principal  o^ce  and 
place  of  business  in  the  city  of  Chicago,  State  of  Illinois,  of  which 
the  respondent  George  L.  Owens  is  the  controlling  and  managing 
trustee,  and  that  the  respondents  are  now  and  for  more  than  a  year 
last  past  have  been  engaged  in  the  sale  of  salt  in  the  form  of  blocks 
for  the  use  of  live  stock  under  the  brand  name  of  ^  Sal-Tonik "  in 
and  among  the  several  States  of  the  United  States  and  the  District 
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of  Columbia,  in  direct  competition  with  other  persons,  copartner- 
ships, and  corporations  also  engaged  in  the  sale  of  block  salt  for  the 
use  of  live  stock. 

Pab.  2.  That  in  connection  with  the  sale  of  said  ^'Sal-Tonik" 
blocks  in  interstate  commerce  as  aforesaid,  the  respondents  are  now 
and  for  more  than  a  year  last  past  have  been  publishing  and  distrib- 
uting in  and  among  the  seyeral  States  of  the  United  States  and  the 
District  of  Columbia,  advertising  matter  ccmtaining  false  and  mis- 
leading statements,  among  which  are  representations  and  implica- 
tions to  the  effect  that  the  said  ^'  Sal-Tonik  "  blocks  contain  certain 
medicinal  ingredients;  that  the  respondents  operate  a  number  of 
factories  in  various  parts  of  the  United  States,  the  total  product  of 
one  of  which  was  purchased  and  thereby  indorsed  by  the  Quarter- 
master Department  of  the  United  States  Army;  and  that  the  re- 
pondents  own  and  operate  certain  large  and  expensive  machinery 
necessary  for  the  manufacture  of  said  ^^  Sal-Tonik "  blocks,  all  of 
which  was  designed  to  and  does  mislead  the  purchasing  public  into 
the  belief  that  respondents'  product  possesses  certain  unique  and 
beneficial  characteristics  and  tends  to  secure  for  it  an  undue  prefer- 
ence over  the  product  of  competitors. 

REPOKT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress,  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondents,  the  Guarantee  Veterinary  Co.  and 
George  L.  Owens,  charging  them  with  the  use  of  unfair  methods  of 
competition  in  commerce,  in  violation  of  the  provisions  of  said  act. 

The  respondents  having  entered  their  appearance  by  their  attor- 
neys and  filed  their  answer  herein,  hearings  were  had,  and  evidence 
was  thereupon  introduced  in  support  of  the  allegations  of  said  com- 
plaint and  on  behalf  of  the  respondents  before  an  examiner  of  the 
Federal  Trade  Commission  theretofore  duly  appointed,  and  there- 
upon this  proceeding  came  on  for  final  hearing,  the  Commission  and 
respondents  having,  through  their  respective  attorneys,  filed  briefs, 
and  the  Commission  having  heard  the  argument  of  counsel  on  the 
merits  of  the  case  and  having  duly  considered  the  same  and  the  record 
and  being  now  duly  advised  in  the  premises,  makes  this  its  findings 
as  to  the  facts  and  conclusions. 

FINDINGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent,  the  Guarantee  Veterinary  Co., 
is  an  association  in  the  form  of  <i  trust,  having  its  principal  office  and 
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place  of  business  in  the  city  of  Chicago,  State  of  Illinois,  of  which 
the  respondent,  George  L.  Owens,  is  the  controlling  and  managing 
trustee,  and  that  the  respondents  are  now  and  for  more  than  two  years 
last  past  have  been  engaged  in  the  sale  of  salt  in  the  form  of  blocks, 
for  the  use  of  live  stock,  under  the  brand  name  ^^  Sal-Tonik,''  in  and 
among  the  several  States  of  the  United  States  and  the  District  of 
Columbia,  in  direct  competition  with  other  persons,  copartnerships, 
and  corporations  also  engaged  in  the  sale  of  block  salt  for  the  use  of 
live  stock. 

Par.  2.  That  during  the  years  1918  and  1919  the  respondents  printed 
and  caused  to  be  circulated  in  and  throughout  the  various  States  of 
the  United  States,  a  circular  in  which  it  stated  that  its  product,  Sal- 
Tonik,  contained  the  following  ingredients:  Sulphate  of  iron  (re- 
dried),  carbonized  peat,  dbarcoal,  tobacco,  quassia,  sulphur,  gentian, 
pure  salt,  chloride  of  magnesia,  Epsom  salts,  Glauber's  salts,  bicar- 
bonate of  soda,  oxide  of  iron,  mineralized  humoides;  American  worm 
seed,  Levant  worm  seed,  capsicum  (red  pepper) ;  when  in  truth  and 
in  fact,  respondent's  product,  Sal-Tonik,  did  not  contain  all  of  said 
ingredients,  and  did  not  contain  carbonized  peat,  charcoal,  tobacco, 
quassia,  sulphur,  gentian,  mineralized  humoides,  American  worm 
seed,  Levant  worm  seed,  or  capsicum  (red  pepper). 

Par.  3.  That  during  the  years  1918  and  1919  respondents  adver- 
tised in  the  Cooperative  Manager  and  Fanner  (Conmiission's  Exhibit 
No.  10),  a  magazine  published  at  Minneapolis,  Minn.,  which  had  a 
general  circulation  through  the  medium  of  the  mails  and  other  dis- 
tributing agencies  in  and  throughout  various  States  and  Territories 
of  the  United  States  and  the  District  of  Columbia,  and  also  by  circu- 
lars prepared  and  printed  by  respondents,  which  they  caused  to  be 
circulated  throughout  various  States  and  Territories  of  the  United 
States  and  District  of  Columbia,  the  following ; 

U.  S.  GOVERNMENT  ADOPTS  SAL-TONIK.— -The  Quartermaster's  Depart- 
ment of  the  U.  S.  Army  has  ADOPTED  SAL-TONIK  and  purdiased  onr  entire 
Bouthem  ontpnt  for  use  in  the  U.  S.  Cavalry.    *    •    • 

The  U.  S.  Army  used  Sal-Tonik,  as  is  shown  by  a  letter  which  appears  below, 
written  by  the  Assistant  Veterinarian  of  the  U.  S.  Army  at  Gamp  Johnston.  *   •   * 

Gamp  Joseph  B.  Johnston,  Fla., 

January  25,  1919. 

OUAXANTEE  VETERINABT  GOMPANT, 

Chicago,  lUinoii, 
To  whom  it  may  concern: 

While  acthig  as  2d  Lt,  Vet,  U.  S.  A.,  Anxiliary  Remount  Depot  No.  888,  Gamp 
Joseph  B.  Johnston,  Florida,  I  had  the  opportunity  of  recognizing  the  Talne  of 
SAIrTONIK.  Large  numbers  of  animals  were  kept  in  corrals  in  this  camp 
and  naturally  much  sickneM  would  be  expected ;  however,  I  noticed  that  where 
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the  animals  had  access  to  SAL-TONIK  they  improved  in  flesh  and  yitality. 
There  was  a  very  small  percentage  of  digestive  disturbances  such  as  indiges- 
tion, colic,  impactions,  and  diseases  of  systemic  origin. 

Having  recognized  the  value  of  SAL-TONIK  I  highly  recommend  it  as  an 
efficient  medicinal  salt  of  superior  quality. 

(Signed)  J.  F.  Swain, 

$d  Lt,  Vet,  U,  8.  A.,  Auxiliary  Rem4>uni  Depot  SSS, 

Camp  Joseph  E.  Johnston, 

That  the  Palestine  Salt  &  Coal  Co.,  of  Palestine,  Tex.,  made  salt 
blocks  for  respcmdents,  the  respondents  furnishing  the  medical  in- 
gredients and  the  Palestine  Salt  &  Coal  Ca  furnishing  the  labor  and 
salt.  That  the  Quartermaster  Department  of  the  United  States 
Army  purchased  in  the  month  of  December,  1917, 1,200  blocks  of  Sal- 
Tonik  at  Palestine,  Tex.,  from  the  Palestine  Salt  &  Coal  Co.,  who 
were  agents  for  the  respondents,  and  that  this  one  purchase  was  the 
only  one  made  by  the  United  States  Government. 

That  the  United  States  Oovemment  did  not  adopt  Sal-Tonik. 

That  Mr.  J.  F.  Swain  was  not  assistant  veterinarian  of  the  United 
States  Army  at  Camp  Johnston  and  at  the  time  the  above  letter  was 
written,  he  was  not  a  second  lieutenant  in  the  United  States  Army, 
nor  was  he  located  at  Camp  Joseph  E.  Johnston,  Fla. 

GOKGLXTSIOKS. 

That  the  methods  of  competition  set  forth  in  the  foregoing  findings 
as  to  the  facts  are,  under  the  circumstances  set  forth,  unfair  methods 
of  competition  in  violation  of  the  provisions  of  section  5  of  the  act 
of  Congress,  approved  September  26, 1914,  entitled  '^An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes." 

ORDEB  TO  CBASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondents,  the  testimony  and  the  evidence,  and  the  Commission 
having  made  its  findings  as  to  the  facts,  with  its  conclusions  that  the 
respondents  had  violated  the  provisions  of  an  act  of  Congress  ap- 
proved September  26,  1914,  entitled  "An  act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other 
purposes  " : 

It  is  ordered^  That  the  respondents,  Guarantee  Veterinary  Co.  and 
George  L.  Owens,  their  officers,  agents,  servants,  and  representatives 
do  cease  and  desist,  directly  or  indirectly : 
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From  publishing  or  causing  to  be  published  or  circulated  through- 
out the  various  States  of  the  United  States,  the  Territories  thereof, 
the  District  of  Columbia,  and  foreign  countries,  advertisements,  cir- 
cular letters,  or  other  printed  matter  whatsoever  wherein  it  is  falsely 
stated,  set  forth,  or  held  out  to  the  general  public  that  the  respond- 
ents' product,  Sal-Tonik,  contains  carbonized  peat,  charcoal,  tobacco, 
quassia,  sulphur,  gentian,  mineralized  humoides,  American  worm 
seed,  Levant  worm  seed,  or  capsicum  (red  pepper),  or  any  other  in- 
gredients, medical  or  otherwise,  if  said  Sal-Tonik  does  not  then,  in 
fact,  contain  each  and  all  of  the  ingredients  which  are  stated  in 
the  advertisement  to  enter  into  its  composition; 

From  publishing  and  circulating,  or  causing  to  be  published  and' 
circulated,  throughout  the  various  States  of  the  United  States,  the 
Territories  thereof,  the  District  of  Columbia,  and  foreign  countries, 
advertisements,  circulars,  folders,  letters  or  any  other  printed  or  writ- 
ten matter  whatsoever,  wherein  it  is  falsely  stated,  set  forth,  or  held 
out  to  the  public : 

(1)  That  the  United  States  Gk)vernment,  or  any  department, 
branch,  or  agency  thereof,  has  adopted  respondents'  product,  Sal- 
Tonik  ; 

(2)  That  respondents  have  sold  their  entire  southern  output  to 
the  United  States  Government,  or  to  any  department,  branch,  or 
agency  thereof ; 

From  using  as  an  advertisement  of  their  product,  Sal-Tonik,  a 
certain  letter,  dated  January  25,  1919,  and  signed  by  J.  F.  Swain, 
purported  to  be  at  the  time  of  signature,  a  second  lieutenant  in  the 
United  States  Army  at  Camp  Joseph  E.  Johnston,  Fla. 

It  is  further  ordered^  That  the  respondents,  the  Guarantee  Veter- 
inary Co.  and  George  L.  Owens,  shall,  within  60  days  after  the  service 
upon  them  of  a  copy  of  this  order,  file  with  the  Commission  a  report 
in  writing,  setting  forth  in  detail  the  manner  and  form  in  which  it 
has  complied  with  the  order  to  cease  and  desist  hereinbefore  set  forth. 
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CUPPIiES  COMPANY. 

« 

COHPLAINT  IK  THE  MATTER  OF  THE  AUUEOED  VIOLATION  OF  gBCTION  5  OF 
AK  ACT  OF  CONQBESS  APPROVED  SEPTEMBER  26,  1014. 

Docket  671 — June  8,  1021. 
Stxxabus. 

Where  a  corporation  engaged  in  the  importation  and  sale  of  Japanese  safety 
matches  imported  and  sold  the  same  in  containers  of  the  same  size,  shape, 
material,  and  appearance  as  those  in  which  Swedish  and  American  safety 
matches  were  sold  and  marketed  In  the  United  States,  on  the  labels  of 
which  Gontalners  were  conspicuously  impressed  the  distinctive  and  com- 
monly used  Swedish  words  "Sakerhets  Tandstickor  *'  and  "Tandstick»- 
fabriks,"  and  medallion  designs  resembling,  except  upon  minute  inspection, 
representations  of  medals  awarded  Swedish  manufacturers  of  safety 
matches  at  various  European  ezpositioils  and  by  them  placed  upon  the 
containers  of  their  product,  and  also  inconspicuously  the  words  **Made 
in  Nippon,"  but  nothing  prominently  suggesting  Japan  to  the  ordinary 
American  purchaser ;  with  the  natural  and  probable  tendency  to  mislead 
the  purchasing  public,  into  belieying  that  such  Japanese  matches  were  of 
Swedish  origin : 

Held,  That  such  practices,  substantially  as  described,  constituted  unfair  methods 
of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Cupples  Co.,  herein- 
after referred  to  as  the  respondent,  has  been  and  now  is  using  unfair 
methods  of  competition  in  interstate  commerce  in  violation  of  the 
provisions  of  section  5  of  an  act  of  Congress,  approved  September 
26,  1914,  entitled  "An  act  to  create  a  Federal  Trade  Commission,  to 
define  its  powers  and  duties,  and  for  other  purposes,"  and  it  appear* 
ing  that  a  proceeding  by  it  in  respect  thereof  would  be  to  the  interest 
of  the  public,  issues  this  complaint,  stating  its  charges  in  that  respect 
on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent,  Cupples  Co.,  is  a  corporation 
existing  and  doing  business  under  and  by  virtue  of  the  laws  of  the 
State  of  Missouri,  having  its  principal  place  of  business  located  at 
the  city  of  St.  Louis,  in  said  State ;  that  said  respondent  is  now  and 
for  more  than  one  year  last  past  has  been  engaged  in  importing 
safety  matches  of  the  strike-on-the^boic  kind  of  Japanese  manufac- 
ture and  engaged  in  selling,  distributing,  and  disposing  of  said  safety 
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matches  of  Japanese  manufacture  of  the  character  and  in  the  manner 
hereinafter  mentioned  in  competition  with  manufacturers,  distrib- 
utors, jobbers,  and  dealers  in  safety  matches  of  similar  kind,  among 
the  several  States  and  Territories  of  the  United  States  and  the  Dis- 
trict of  Columbia  in  direct  competition  with  other  persons,  firms,  co- 
partnerships, and  corporations  similarly  engaged. 

Pab.  2.  That,  in  the  conduct  of  its  business,  respondent  im- 
ports from  Japan  safety  matches  of  Japanese  manufacture  and  trans- 
ports the  same  through  other  States  of  the  United  States  in  and  to  the 
city  of  St.  Louis,  State  of  Missouri,  and  its  other  branch  offices  located 
in  various  States  of  the  United  States  where  said  safety  matches  are 
sold,  distributed,  and  shipped  to  purchasers  thereof;  that  there  is 
continuously  and  has  been  at  all  times  hereinafter  mentioned  a  con- 
stant current  of  trade  and  commerce  in  said  products  between  Japan 
and  the  various  States  and  Territories  of  the  United  States  and  the 
District  of  Columbia  and  more  particularly  from  Japan,  to  and 
through  the  city  of  St.  Louis,  State  of  Missouri,  United  States  of 
America,  and  from  there  to  and  through  other  States  of  the  United 
States  and  Territories  thereof  and  the  District  of  Columbia. 

Pab.  3.  That  the  aforesaid  safety  matches  of  Japanese  manu- 
facture, imported  and  sold  by  respondent  for  more  than  one  year 
last  past  in  commerce  as  aforesaid,  are  put  up  in  boxes  bearing 
the  brand  '^  The  Best  Black  Eagle  "  with  wording  on  the  box  or  label 
pasted  on  said  box  bearing  distinctive  Scandinavian  words;  that 
the  use  of  the  labels  bearing  Scandinavian  words  on  said  boxes  of 
safety  matches  made  in  Japan  and  sold  and  disposed  of  in  commerce 
as  aforesaid  by  respondent  is  calculated  and  designed  to  deceive 
the  purchasing  public  into  the  belief  that  said  matches  are  of 
Scandinavian  origin  and  manufacture;  that  the  sale  and  distribu- 
tion by  respondent  in  commerce  as  aforesaid  of  safety  matches  bear- 
ing labels  of  Scandinavian  words  have  the  effect  of  suppressing  com- 
petition in  interstate  commerce  in  the  sale  of  safety  matches  of 
the  strike-on-the-box  kind  and  are  calculated  and  designed  to  de- 
ceive the  purchasing  public  and  do  deceive  the  purchasing  public 
into  the  belief  that  respondent's  matches  are  of  Scandinavian  origin 
and  to  purchase  and  pay  for  said  safety  matches  as  and  for  safety 
matches  of  Scandinavian  origin  and  manufacture. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

•Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  Cupples  Co.,  charging  it  with 
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the  use  of  unfair  methods  of  oompetition  in  commerce  in  violation 
of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  and  filed  its  answer 
herein,  and  attorneys  for  both  parties  paving  signed  and  filed  an 
agreed  statement  of  facts  wherein  and  whereby  it  was  stipulated  and 
agreed  that  said  statement  of  facts  should  be  taken  as  the  facts  for 
this  proceeding  by  the  Commission  and  in  lieu  of  testimony  herein, 
and  that  the  Commission  should  forthwith  proceed  upon  such  agreed 
statement  of  facts  to  make  and  enter  its  report  stating  its  findings  as 
to  the  facts  and  its  order  disposing  of  this  proceeding  without  the 
introduction  of  testimony  in  support  of  the  same,  and  the  parties 
having  waived  any  and  all  rights  they  may  have  to  require  the 
introduction  of  such  testimony  or  to  file  briefs  or  make  oral  argu- 
ment in  the  above-entitled  matter,  and  the  Commission,  having  duly 
conadered  the  record  and  being  fully  advised  in  the  premises,  now 
makes  its  report  and  findings  as  to  the  facts  and  conclusions. 

FINDINGS  AS  TO  THE  FACTS. 

Paragraph  1.  That  the  respondent,  Cupples  Co.,  is  a  corpora* 
tion  existing  uid  doing  business  under  and  by  virtue  of  the  laws  of 
the  State  of  Missouri,  having  its  principal  place  of  business  located 
in  the  city  of  St.  Louis,  in  said  State ;  that  said  respondent  for  more 
than  one  year  prior  to  May  23,  1919,  engaged  in  importing  safety 
matches  of  the  strike-on-the-box  kind  of  Japanese  manufacture,  and 
thereafter,  as  well  as  theretofore,  has  been  engaged  in  selling,  dis- 
tributing, and  disposing  of  said  matches  of  Japanese  manufacture 
of  the  character  and  in  the  manner  hereinafter  mentioned  in  com- 
petition with  manufacturers^  distributors,  jobbers,  and  dealers  in 
safety  matches  of  similar  kind  among  the  several  States  and  Terri- 
tories of  the  United  States  and  the  District  of  Columbia  in  direct 
competition  with  other  persons,  firms,  copartnerships,  and  corpora- 
tions similarly  engaged. 

Par.  2.  That  now  and  for  many  years  last  past  there  have  been 
manufactured  in  Sweden  and  sold  throughout  the  United  States 
various  brands  of  safety  matches  in  containers  or  boxes  of  the  shape, 
size,  and  material  generally  used  for  such  matches;  that  said  con- 
tainers or  boices  in  which  they  have  been  and  are  marketed  in  the 
United  States  carry  labels  which  ordinarily  contain  the  certain  dis- 
tinctive Swedish  words  ^Sakerhets  Tan^ickor,''  meaning  safety 
matches;  ^^Tandsticks  fabrik,"  meaning  match  factory;  and  ^Im- 
pregnerade,"  meaning  impregnated,  associated  with  the  words 
^Made  in  Sweden";  that  some  of  the  labels  upon  matches  manufac- 
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tured  in  Sweden  and  sold  in  the  United  States  also  bear,  in  addition 
to  the  distinctly  Swedish  words,  pictorial  representations  in  niinia- 
ture  of  medals  awarded  by  various  European  expositions,  indicat- 
ing the  place  and  date  of  such  awards;  and  that  the  labels  of  which 
photostatic  copies  are  hereto  attached  ^  and  made  part  hereof  are  now 
and  for  many  years  l&st  past  have  been  used  in  the  United  States 
upon  the  containers  or  boxes  of  safety  matches  manufactured  in 
Sweden. 

Par.  3.  That  in  the  conduct  of  its  business  respondent  imported 
prior  to  May  28, 1919,  from  Japan  safety  matches  of  Japanese  manu- 
facture and  transported  the  same  through  other  States  of  the  United 
States  in  and  to  the  city  of  St.  Louis,  State  of  Missouri,  and  its 
other  branch  offices  located  in  various  States  of  the  United  States, 
where  said  safety  matches  were  sold,  distributed,  and  shipped  to 
purchasers  thereof;  that  there  is  continually  and  has  been  art  all 
times  herein  mentioned  a  constant  current  of  trade  and  commerce  in 
said  products  between  the  city  of  St.  Louis,  State  of  Missouri, 
United  States  of  America,  and  from  there  to  and  through  other  States 
of  the  United  States  and  the  Temtories  thereof  and  the  District  of 
Columbia.  That  the  aforesaid  safety  matches  of  Japanese  manufac- 
ture imported  by  respondent  prior  to  May  28, 1919,  and  sold  by  re- 
spondent for  more  than  one  year  last  past  in  commerce  as  aforesaid 
have  been  and  are  marketed  and  sold  in  the  United  States  in  ccmi- 
tainers  or  boxes  of  the  same  standard  size,  shape,  and  appearance  as 
those  in  which  Swedish  and  American  safety  matches  are  sold  and 
marketed  therein,  with  labels  thereon  bearing  the  distinctive  Swedish 
words  ^^  Tandsticksf abrik,"  meaning  match  factory,  and  ^^  Sakerfaets 
Tandstickor,"  meaning  safety  matches,  a  photostatic  copy  of  which 
label  is  hereto  attached  and  incorporated  herein;^  that  upon  the 
label  so  used  by  req)ondent  appear  the  words  "  Made  in  Nippon,"  but 
in  an  inconspicuous  position  and  Nippon  being  a  word  not  generally 
understood  by  the  ordinary  purchaser  as  designating  Japan ;  and  that 
thereon  are  impressed  certain  medallion  designs  importing  medals  or 
awards  without  reference  to  or  indicating  date  or  place  thereof  and 
requiring  minute  inspection  to  distinguish  the  same  from  similar 
representaticms  so  found  as  aforesaid  on  tiie  labels  of  Swedish 
matches  or  boxes;  ihMt  there  is  no  prominent  appearance  on  said 
label  of  respondent  of  design  or  words  suggestive  of  Japan  to  the 
ordinary  American  purchaser,  while  the  shape  and  appearance  of  the 
containers  in  ocmjunction  with  the  said  label  cm  which  distinctive 
Swedish  words  so  appear  are  clearly  suggestive  of  Swedish  manufac- 
ture to  such  purchaser. 

>Not  printed. 
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Pas.  4.  That  the  use  of  such  distinctive  Swedish  words  and  other 
inscriptions  upon  the  containers  or  boxes  of  same  size,  shape,  ma- 
terial, and  appearance  as  those  in  which  Swedish  safety  matches 
have  been  and  are  marketed  and  sold  in  the  United  States,  for  the 
sale  of  safety  matches  manufactured  in  Japan,  is  calculated  and 
likely  under  all  the  circumstances,  and  the  natural  and  probable  effect 
will  be  to  mislead  and  deceive  the  purchasing  public  in  the  United 
States  into  the  belief  that  the  Japan  matches  are  of  Swedish  origin 
and  manufacture. 

CONCLUSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods  of 
competition  in  interstate  conmierce  and  constitute  a  violation  of  the 
act  of  Congress  approved  September  26,  1914,  entitled,  ^^An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondent,  and  upon  an  agreed  statement  of  facts,  wherein  and 
whereby  it  was  duly  stipulated  and  agreed  that  said  statement  of 
facts  should  be  taken  by  the  Commission  in  lieu  of  testimony  herein, 
and  that  the  Commission  might  forthwith  proceed  upon  such  agreed 
statement  of  facts  to  enter  its  report  and  findings  as  to  the  facts  and 
its  orders  disposing  of  this  proceeding,  and  the  Commission  on  the 
date  hereof  having  made  and  filed  its  report  containing  its  findings 
as  to  the  facts  and  its  conclusions  that  respondent  has  violated  sec- 
tion 5  of  an  act  of  Congress,  approved  September  26,  1914,  entitled 
''An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes,"  and  which  said  report  is  hereby 
referred  to  and  made  part  hereof:  Now,  therefore. 

It  is  ordered^  That  the  respondent,  Cupples  Co.,  and  its  officers, 
directors,  agents,  servants,  and  employees,  cease  and  desist  from  the 
sale  or  other  distribution,  in  the  United  States  of  America,  of  matches 
manufactured  in  Japan,  in  boxes  or  other  containers,  with  labels  or 
inscriptions  thereon  bearing  or  including  the  words  "Tandsticks- 
f abriks  "  or  "  Sakherhets  Tandstickor,"  or  any  other  Swedish  phrase 
or  phrases,  word  or  words,  character  or  characters,  symbol  or  sym- 
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bolS)  verbal  or  pictorial,  indicative  or  suggestive  of  Swedish  origin  or 

manufacture. 
And  it  is  further  ordered^  That  the  respondent  shall  within  30 

days  from  date  of  service  of  this  order  file  with  the  Commission  a 

report  setting  forth  in  detail  the  manner  and  form  in  which  it  has 

complied  with  the  order  of  the  Commission  herein  set  forth. 


F*     . ■   n,  u 
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FEDERAL  TRA.DE  COMMISSION 

V. 

McCLOSKEY  VARNISH  COMPANY. 

COMPLAINT  IN  THE  MATTEB  OF  THE  AliLEGED  VIOLATION  OF  SECTION  5  OF 
AN  ACT  OF  CONGRESS  AFFBOVED  SEPTEMBER  26,  1914. 

Docket  748— June  10,  1021. 

Stuabus. 

Where  a  corporation  competitively  engaged  in  the  Qianafactnre  and  sale  of 

varnish,  aoUd  its  product,  not  made  for  the  Government  or  in  accordance 

with   Government   specifications,   in   containers   falsely   and  deceptively 

labeled  and  branded  "  Government  Spar  '* : 
Held,  That  such  mislabeling  and  misbranding,  nnder  the  circumstances  set 

forth,  constituted  an  unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  McCloskey  Vamisb 
Co.,  hereinafter  referred  to  as  the  respondent,  has  been  and  is  using 
unfair  methods  of  competition  in  violation  of  the  provisions  of 
section  5  of  an  act  of  Congress  approved  September  26, 1914,  entitled, 
'^An  act  to  cxeate  a  Federal  Trade  Conmiission,  to  define  its  powers 
and  duties,  and  for  other  purposes,"  and  it  appearing  that  a  pro- 
ceeding by  it  in  respect  thereof  would  be  to  the  interest  of  the  public, 
issues  this  complaint,  stating  its  charges  in  this  respect  on  informa- 
tion and  belief  as  follows : 

Paragsafh  1.  That  the  respondent  is  a  corporation  organized 
under  the  laws  of  the  State  of  Pennsylvania,  with  principal  place  of 
business  in  Philadelphia,  in  said  State. 

Par.  2.  That  respondent  is  engaged  in  the  business  of  manufactur- 
ing and  selling  varnishes,  japans,  and  fillers,  and  causes  the  com- 
modities sold  by  it  to  be  transported  to  the  purchasers  thereof,  from 
the  State  of  Pennsylvania,  through  and  into  other  States  of  the 
United  States,  and  carries  on  such  business  in  direct,  active  compe- 
tition with  other  persons,  partnerships,  and  corporations  similarly 

engaged. 

Par.  3.  That  respondent  in  the  course  of  its  business,  as  described 
in  paragraph  2  hereof,  makes  use  of  deceptive  labels  which  it 
places  upon  the  containers  of  a  varnish  sold  by  it,  which  labels  con- 
tain the  words  "  Government  Spar,*'  although  the  varnish  so  labeled 
had  not  been  procured  from  the  Government,  or  manufactured  for 
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its  use,  or  made  in  accordance  with  any  Oovemment  formula  or 
specifications;  which  labels  were  calculated  to  and  did  mislead  and 
deceive  the  purchasing  public 

Par.  4.  That  by  reason  of  the  facte  recited,  the  respondent  is  using 
an  unfair  method  of  competition  in  commerce,  within  the  intent  and 
meaning  of  section  6  of  an  act  of  Congress  entitled,  ^An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,"  approved  September  26, 1914. 

EEPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1014,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  McCloskey  Varnish  Co.,  charging 
it  with  the  use  of  unfair  methods  of  competition  in  conmierce  in 
violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  by  its  attorney, 
H.  M.  McCaughey,  and  filed  its  answer  herein,  thereafter  made, 
executed,  and  filed  an  agreed  statement  of  facts,  in  which  it  is 
stipulated  and  agreed  by  the  respondent  that  the  Federal  Trade 
Commission  shall  take  such  agreed  statement  of  facts  as  the  facts  in 
this  case,  and  in  lieu  of  testimony,  and  proceed  forthwith  upon  such 
agreed  statement  of  facts  to  make  its  findings  as  to  the  facts  and 
such  order  as  it  may  deem  proper  to  enter  thereon,  without  the 
introduction  of  testimony  or  the  presentation  of  argument  in  sup* 
port  of  the  same,  and  the  Federal  Trade  Commission,  being  now 
fully  advised  in  the  premises,  makes  this  its  findings  as  to  the  facts 
and  conclusion: 

FUn>INGS  AS  to  THE  FAC7I8. 

Paragraph  1.  The  respondent,  McCloskey  Yamish  Co.,  is  a  corpora- 
tion duly  incorporated  and  doing  business  under  and  by  virtue  of  the 
laws  of  the  State  of  Pennsylvania,  with  its  principal  office  in  the  city 
of  Philadelphia,  in  said  State,  and  is  engaged  in  the  manufacture  of 
varnishes,  japans,  and  fillers. 

Par.  2.  The  respondent,  McCloskey  Yamish  Co.,  sells  its  products, 
and  causes  same  to  be  transported  to  purchasers  thereof,  throughout 
the  different  States  of  the  United  States,  and  there  is  continually, 
and  has  been  at  all  times  herein  mentioned,  a  constant  current  of 
trade  in  commerce  in  said  products  between  and  among  the  various 
States  of  the  United  States ;  and  the  respondent  conducts  its  business 
in  competition  with  other  ooiporations,  copartnerships)  and  indi- 
viduals similarly  engaged. 
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Par  8.  Until  it  learned  of  this  investigation,  about  November  1, 
1920,  the  respondent,  in  the  sale  and  shipment  of  its  products  as 
hereinbefore  described,  has  sold  and  shipped  varnish  in  containers 
which  it  labeled  and  branded  "  Goverimient  Spar.''  Dealers  pur- 
chasing this  varnish  offer  it  to  the  general  purchasing  public  as  thus 
labeled  and  branded.  The  varnish,  the  containers  for  which  are  so 
labeled  and  branded,  was  not  procured  from  the  Government  of  the 
United  States,  nor  manufactured  for  its  use,  nor  iooade  in  accordance 
with  any  United  States  Gbvernment  formula,  specification,  or  re- 
quirement. The  aforesaid  label  and  brand,  used  upon  the  containers 
for  said  varnish,  indicates  that  said  varnish  was  procured  from  the 
Government  of  the  United  States,  or  manufactured  for  its  use,  or 
made  in  accordance  with  some  United  States  Government  formula, 
specification,  or  requirement,  and  thereby  the  general  purchasing 
public  is  led  to  believe  that  the  said  varnish,  labeled  and  branded  as 
aforesaid,  is  varnish  obtained  from  the  Government  of  the  United 
States,  or  manufactured  for  its  use,  or  made  in  accordance  with  some 
United  States  Government  formula,  specification,  or  requirement, 
which  the  general  purchasing  public  believes  to  be  varnish  of  an  un- 
usually high  grade  or  character  because  approved  by  the  United 
States  Government. 

Pas.  4.  Prior  to  about  November  1, 1920,  there  were,  and  now  are, 
manufacturers  selling  their  products  in  commerce  among  the  several 
States  of  the  United  States  who  make  varnish  similar  to  that  made 
and  sold  by  the  respondent,  but  the  containers  for  which  are  not 
labeled  or  branded  with  any  word  or  words  to  indicate  that  the  Gov- 
ernment of  the  United  States  has  had  any  connection  with  said  var- 
nish. Prior  to  about  November  1,  1920,  there  were,  and  now  are, 
manufacturers  selling  their  products  in  conmierce  among  the  several 
States  of  the  United  States  who  sell  varnish  made  for  the  United 
States  Government,  or  according  to  United  States  Government  for- 
mula, specification,  or  requirement,  and  represent,  by  labels  and 
brands  on  such  varnish,  that  it  is  varnish  made  for  the  United  States 
Government  or  made  according  to  formula,  specification,  or  require- 
ment of  the  United  States  Government. 

CONCLUSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and  cir- 
cumstances described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  commerce  and  constitute  a  violation  of  the  act  of 
Congress  approved  September  26,  1914,  entitled  ^^An  act  to  create 
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a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and 
for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST. 

The  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  of  the 
respondent  and  the  statement  of  facts  agreed  upon  by  the  respondent 
and  counsel  for  the  Commission,  and  the  Commission  having  made 
its  findings  as  to  the  facts  with  its  conclusion  that  the  respondent 
has  violated  the  provisions  of  the  act  of  Congress  approved  Septem- 
ber 26,  1914,  entitled,  "An  act  to  create  a  Federal  Trade  Commis- 
sion, to  define  its  powers  and  duties,  and  for  other  purposes," 

It  18  now  ordered^  That  the  respondent,  McCloskey  Varnish  Co.,  its 
officers,  agents,  representatives,  servants,  and  employees,  cease  and 
desist  from  directly  or  indirectly  employing  or  using  the  label  or 
brand  "  Government,"  or  any  similar  descriptive  label  or  brand,  on 
varnish,  or  the  container  therefor,  except  either  (1)  when  the  varnish 
had  been  obtained  from  the  United  States  Government;  or  (2)  when 
the  varnish  has  been  manufactured  for,  and  accepted  by,  the  United 
States  Government;  or  (8)  when  the  varnish  has  been  made  in  ac- 
cordance with  some  United  States  Government  formula,  specifica- 
tion, or  requirement,  and  the  word  or  term  indicating  the  United 
States  Government  is  joined  or  used  with  some  other  words  or  terms 
indicating  compliance  with  some  United  States  Government  formula, 
specification,  or  requirement  (e.  g.,  made  in  accordance  with  Gov- 
ernment W.  D.  Specification  No.  97) ;  or  (4)  when  the  varnish  has 
been  obtained  from  some  government  other  than  the  United  States 
Government,  and  the  word  or  term  used  to  indicate  government  is 
joined  or  used  with  some  other  word  or  term  indicating  the  govern- 
ment from  which  the  varnish  was  obtained  (e.  g.,  French  Govern- 
ment Spar  Varnish)  ;  or  (6)  when  the  varnish  has  been  manufactured 
for,  and  accepted  by,  some  government  other  than  the  United  States 
Government,  and  the  word  or  term  used  to  indicate  government  is 
joined  or  used  with  some  other  word  or  term  indicating  the  govern- 
ment for  which  the  varnish  was  manufactured  and  by  which  it  was 
accepted  (e.  g.,  Canadian  Government  Qp&r  Varnish) ;  or  (6)  when 
the  vamisJi  has  been  manufactured  in  accordance  with  the  formula, 
specification,  or  requirement  of  some  government  other  than  the 
United  States  (Government,  and  the  word  or  term  used  to  indicate 
government  is  joined  or  used  with  some  other  words  or  terms  in- 
dicating compliance  with  the  f  ormulai  specification,  or  requirement 
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of  the  goyemment  in  accordance  with  whose  formula,  specification, 
or  requirement  the  varnish  has  been  manufactured  (e.  g.,  made  in 
accordance  with  specification  of  the  Italian  Goyemment) . 

Respondent  is  further  ordered  to  file  a  report  in  writing  with  the 
Commission  60  days  from  notice  hereof,  stating  in  detail  the  manner 
in  which  this  order  has  been  complied  with  and  conformed  to. 
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FEDERAL  TRADE  COMMISSION 

V. 

RICCO  COMPANY,  INC. 

COMPLAINT  IK  THE  MATTEB  OF  THE  ALLEGED  YIOLATIOX  OF  SECTION  5 
OF  AN  ACT  OF  C0NGBE88  AFPBOVED  SEPTEMBER  26,  1914. 

Docket   543— June  13,   192L 
Syllabub. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  dyestufb  and 
kindred  products,  gave  to  employees  of  customers,  without  the  knowledge  or 
consent  of  their  employers,  sums  of  money  as  an  inducement  for  them  to 
influence  their  employers  to  purchase  its  products  and  to  refrain  from 
dealing  ^ith  its  competitors: 

Held,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Ricco  Co.,  Inc.,  here- 
inafter referred  to  as  respondent,  within  the  year  last  past,  has  been 
using  unfair  methods  of  competition  in  interstate  commerce  in  vio- 
lation of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled  "An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes,"  and 
it  appearing  that  a  proceeding  by  it  in  respect  thereof  would  be  to 
the  interest  of  the  public,  issues  this  complaint,  stating  its  charges  in 
that  respect  on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent,  the  Ricco  Co.,  Inc.,  a  corpo- 
ration organized  and  existing  and  doing  business  under  and  by  virtue 
of  the  laws  of  the  State  of  Rhode  Island,  having  its  principal  office 
and  place  of  business  at  the  city  of  Providence,  in  the  State  of  Rhode 
Island,  is  now  and  for  more  than  one  year  last  past  has  been  engaged 
in  manufacturing  and  selling  dye^uffs  and  kindred  products 
throughout  the  States  and  Territories  of  the  United  States,  and  that 
at  all  times  hereinafter  mentioned  the  respondent  has  carried  on  and 
conducted  such  business  in  competition  with  other  persons,  firms,  co- 
partnerships, and  corporations  manufacturing  and  selling  like 
products. 

Par.  2.  That  in  the  course  of  its  business  of  manufacturing  and 
selling  dyestuffs  and  kindred  products  throughout  the  States  and 
Territories  of  the  United  States  the  respondent  since  January,  1919, 
has  been  giving  and  offering  to  give  to  employees  of  both  its  custom- 
ers and  prospective  customers,  and  its  competitors^  customers  and 
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proepective  customers,  without  the  knowledge  and  consent  of  their 
employers,  sums  of  money  as  an  inducement  to  influence  their  said 
employers  to  purchase  or  contract  to  purchase  from  the  respondent 
dyestuffs,  and  kindred  products,  or  to  influence  such  customers  to 
refrain  from  dealing  or  contracting  to  deal  with  competitors  of  the 
respondent. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  the  Bicco  Co.,  Inc.,  charging  it 
with  the  use  of  unfair  methods  of  competition  in  commerce  in  viola- 
tion of  the  provisions  of  said  act. 

The  respondent  having  neither  filed  an  answer  nor  entered  its  ap- 
pearance herein,  and  a  hearing  having  been  had,  and  evidence  was 
introduced  in  support  of  the  allegations  of  said  complaint  before  an 
examiner  of  the  Federal  Trade  Commission  theretofore  duly  ap^ 
pointed : 

Thereupon  this  proceeding  came  on  for  final  hearing,  the  respond- 
ent having  due  notice  thereof,  and  the  Commission  having  duly  con- 
sidered the  record  and  being  now  fully  advised  in  the  premises,  makes 
this  its  findings  as  to  the  facts  and  conclusion : 

FIKDIKOS  AS   TO  THE   FAOTS. 

Paragbafh  1.  That  the  respondent,  the  Ricco  Co.,  Inc.,  is  a  cor- 
poration organi^d  and  existing  under  and  by  virtue  of  the  laws  of 
the  State  of  Rhode  Island,  having  its  principal  ofiice  and  place  of 
business  at  the  city  of  Providence,  State  of  Rhode  Island,  and  is  now 
and  at  all  times  hereinafter  mentioned  has  been  engaged  in  manu- 
facturing, selling,  and  transporting  dyestuffs  and  kindred  products, 
through  and  among  the  various  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia,  in  direct  competition  with  other 
persons,  firms,  copartnerships,  and  corporations  similarly  engaged. 

Far.  2.  That  the  respondent,  the  Ricco  Co.,  Inc.,  in  the  course 
of  its  business  of  selling  and  transporting  dyestuffs  as  described 
in  paragraph  1  hereof,  since  the  date  of  its  incorporation  in  Janu- 
ary, 1919,  had  given  to  dyers  and  finishers  in  about  20  per  cent  of 
the  textile  mills  to  whidi  the  respondent  sold  its  products,  without 
the  knowledge  or  consent  of  their  employers  and  without  other  con- 
sideration therefor,  sums  of  money  amounting  to  from  $30  to  $150 . 
per  month,  to  obtain  the  good  will  of  the  dyer  or  finisher,  and  as*  an 
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inducement  to  them  to  recommend  to  their  employers  the  use  and 
purchase  of  respondent's  products  and  to  influence  their  employers 
to  refrain  from  dealing  with  competitors  of  respondent.  That  the 
dyers  and  finishers  in  such  mills  have  a  technical  knowledge  of  the 
proper  use  and  application  of  dye  products  and  usually  test  the  dyes 
and  recommend  to  mill  owners  the  dye  products  to  be  used  in  the  mill. 

COKCLUSION. 

That  the  practices  of  the  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  meth- 
ods of  competition  in  interstate  commerce,  and  constitute  a  violation 
of  an  act  of  Congress  approved  September  26, 1914,  entitled  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

OBDER  TO  CEASE  AND  DESIST, 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission  and  the  testimony, 
and  the  Commission  having  made  its  findings  as  to  the  facts,  with 
its  conclusion  that  the  respondent  has  violated  the  provisions  of  an 
act  of  Congress  approved  September  26,  1914,  entitled  "  An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes," 

It  is  therefore  ordered^  That  the  respondent,  Kicco  Co.,  Inc.,  its 
officers,  directors,  agents,  salesmen,  servants,  and  employees,  cease 
and  desist  from  directly  or  indirectly  giving  to  employees  of  its 
customers,  or  prospective  customers,  or  those  of  its  competitors' 
customers  or  prospective  customers,  sums  of  money  or  gratuities  of 
any  kind  whatsoever  as  an  inducement  to  influence  their  employers 
to  purchase  or  contract  to  purchase  dyestuffs  and  kindred  products 
from  the  respondent  or  for  the  purpose  of  persuading  such  cus* 
tomers  or  prospective  customers  to  refrain  from  buying  or  contract- 
ing to  buy  from  competitors  of  the  respondent. 

It  is  further  ordered,  That  the  respondent,  within  60  days  after 
the  date  of  service  upon  it  of  this  order,  file  with  the  Commission  a 
report  in  writing,  setting  forth  in  detail  the  manner  and  form  with 
which  it  has  ccnnplied  with  the  order  to  cease  and  desist  herein  set 
forth. 
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EDWIN  S.  JONES,  DOING  BUSINESS  UNDER  THE  NAME 
AND  STYLE  PHILADEaiPHIA  TEXTILE  CHEMICAL 
WORKS. 

OOMPLAINT  IN  THE  MATTEB  OF  THE  ALLEGED  VIOLATION  OF  SECTION 
5  OF  AN  A€T  OF  CON0BS8S  APPROVED   SEPTEMBER  26,   1914. 

Doclret  542.— June  30, 1921. 

StIiLABUB. 

Where  an  individual  engaged  in  the  manufacture  and  8ale  of  soap  and  wool  oil,  made 
to  employees  of  cuBtomers,  without  the  knowledge  and  consent  of  their  employers, 
gifts  of  money,  and  loans  of  money  without  expectation  of  repayment,  as  an 
inducement  for  them  to  influence  their  employers  to  purchase  its  products  and 
to  refrain  from  dealing  with  its  competitois: 

Held,  That  such  gifts  and  loans,  under  the  drcumstances  set  forth,  constituted  an 
unfair  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  bdieve  from  a 
preliminary  investigation  made  by  it  that  Edwin  S.  Jones,  doing 
business  xmder  the  name  and  style  of  Philadelphia  Textile  Chemical 
Works,  hereinafter  referred  to  as  respondent,  has  been  for  more  than 
a  year  last  past  using  unfair  methods  of  competition  in  interstate 
commerce  in  violation  of  the  provisions  of  section  5  of  an  act  of 
Congress  approved  September  26,  1914,  entitled  ''An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  purposes,"  and  it  appearing  that  a  proceeding  by  it  in  respect 
thereof  would  be  to  the  interest  of  the  public,  issues  this  complaint, 
stating  its  charges  in  that  respect  on  information  and  belief  as 
follows : 

Pakaqbaph  1.  That  the  respondent,  Edwin  S.  Jones,  doing  business 
under  the  name  and  style  of  Philadelphia  Textile  Chemical  Works, 
with  his  principal  office  and  place  of  business  at  the  city  of  Philadel- 
phia, in  the  State  of  Pennsylvania,  is  now  and  for  more  than  one 
year  last  past  has  been  engaged  in  manufacturing  and  selling  soap 
and  wool  oil  throughout  the  States  and  Territories  of  the  United 
States,  and  that  at  all  times  hereinafter  mentioned  the  respondent 
has  carried  on  and  conducted  such  business  in  competition  with 
other  persons,  firms,  copartnerships,  and  corporations  manufacture 
ing  and  selling  like  products. 
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Par.  2.  That  in  the  course  of  his  business  of  manufacturing  and 
selling  soap  and  wool  oil  throughout  the  States  and  Territories  of 
the  United  States  the  respondent  has,  since  1917,  given  and  loaned 
to  employees  of  his  customers,  without  the  knowledge  and  consent 
of  their  employers,  sums  of  money  as  an  inducement  to  influence 
their  said  employers  to  purchase  or  contractr  to  purchase  from  the 
respondent,  «oap  and  wool  oil,  or  to  influenoe  such  customers  to 
refrain  from  dealing  or  contracting  to  deal  with  competitors  of  the 
respondent. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  Edwin  S.  Jones,  doing  business 
under  the  name  and  style  of  Philadelphia  Textile  Chemical  Works, 
charging  him  with  the  use  of  unfair  methods  of  competition  in  com- 
merce in  violation  of  the  provisions  of  said  act. 

The  respondent  having  neither  filed  an  answer  nor  entered  his 
appearance  herein,  a  hearing  was  had,  after  due  notice  thereof  to 
said  respondent,  and  evideace  was  introduced  in  support  of  the 
allegations  of  said  complaint  before  an  examiner  of  the  Federal 
Trade  Commission  theretofore  duly  appointed. 

Thereupon  this  proceeding^came  on  for  final  hearing,  the  respond- 
ent having  due  notice  thereof,  and  the  Commission  having  duly 
considered  the  record  and  being  now  fully  advised  in  the  premises, 
makes  this  its  findings  as  to  the  facts  and  conclusion: 

FINDINOS   AS  TO  THE   FACTS. 

Pabaobafh  1.  The  respondent  herein,  Edwin  S.  Jones,  is  now  and 
since  the  year  1917  has  been  doing  business  under  the  name  and  style 
of  Philadelphia  Textile  Chemical  Works,  and  at  all  times  since  then 
has  been  engaged  in  manufacturing,  selling,  and  transporting  soap 
and  wool  oil  through  and  among  several  of  the  States  of  the  United 
States  adjacent  to  the  State  of  Pennsylvania  in  direct  competition 
with  other  persons,  firms,  copartnerships,  and  corporations  similarly 
engaged. 

Pab.  2.  The  respondent,  Edwin  S.  Jones,  doing  business  under 
the  name  and  style  of  Philadelphia  Textile  Chemical  Works,  in  the 
course  of  his  business  of  selling  soap  and  wool  oil  as  described  in 
paragraph  1  hereof,  since  starting  ill  business  in  1917,  has  made 
gifts  of  money  to  foremen  finishers,  and  in  some  instances,  loans  of 
money  without  the  expectation  of  repajrment  to  foremen  finishers, 
in  a  few  of  the  textile  mills  to  which  the  respondent  sells  and  has 
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sold  his  products,  all  without  the  knowledge  and  consent  of  the 
employers  of  said  foremen  finishers,  and  without  other  consideration 
therefor,  said  sums  of  money  aggregating  in  all  approximately  $175, 
which  said  gifts  and  loans  were  made  and  giyen  as  und  for  an  induce- 
ment to  said  foremen  finishers  to  recommend  to  their  employers 
the  use  and  purchase  of  respondent's  products,  and  to  influence  their 
employers  to  refrain  from  dealing  with  or  purchasing  from  competitors 
of  the  respondent.  Foremen  finishers  in  such  mills  have  a  technical 
knowledge  of  the  proper  use  and  application  of  soap  and  other  finish- 
ing products  used  in  textile  mills  and  usually  test  such  products 
and  recommend  to  the  miU  owners  the  brand  of  soap  and  other 
finishing  products  to  be  used  in  the  mill. 

CONCLUSION. 

The  practices  of  the  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce,  and  constitute  a  violation  of 
an  act  of  Congress  approved  September  26,  1914,  entitled  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes/' 

ORDER  TO   CEASE   AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission  and  the  testimony,  and 
the  Commission  having  made  its  findings  as  to  the  facts,  with  its 
conclusion  that  the  respondent  has  violated  the  provisions  of  an 
act  of  Congress  approved  September  26,  1914,  entitled  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes, " 

It  is  therefore  ordered.  That  the  respondent,  Edwin  S.  Jones,  doing 
business  under  the  name  and  style  of  Philadelphia  Textile  Chemical 
Works,  and  his  agents,  salesmen,  servants,  'and  employees,  cease 
and  desist  from  directly  or  indirectly  making  gifts  of  money  or  other 
things  of  value,  or  loans  of  money  or  other  things  of  value  without 
an  expectation  of  repayment,  to  employees  of  his  customers  or 
prospective  customers,  or  those  of  his  competitors'  customers 
or  prospective  customers,  without  the  knowledge  and  consent  of 
their  respective  employers,  and  for  the  purpose  and  with  the  effect 
of  inducing  such  employees  to  influence,  persuade,  or  induce  their 
employers  to  purchase  from  the  respondent  soap  and  wool  oil,  or 
to  refrain  from  dealing  with  competitors  of  respondent. 
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It  18  Juriher  ordered,  That  the  respondent,  within  60  days  after  the 
date  of  s^rvioe  upon  him  of  this  order,  file  with  the  Commission  a 
report  in  writing  setting  forth  in  detail  the  manner  and  form  with 
which  he  has  compUed  with  the  order  to  oease  and  desist  herein  set 
forth. 


uinTBD  nnnoo  a  ohbmmul  oo.,  utd. 
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UNITED  INDIGO  &  C3HEMICAL  COMPANY,  LTD. 
ooupunrr  in  thb  mattes  op  the  aixeoed  violation  or  section 

6  OF  AN  ACT  Or  OONaBEflS  APFBOTXD  SKPTElfBBB  X,  1B14. 
Docket  eee.^JuiM  30, 1921. 

STIJ.ABV8. 

Where  %  corporation  dekling  in  iytttoBa,  cliemlcftb,  and  other  dyeing  gooda  and 
pioducto,  gave  to  employeei  of  ciutomen  and  proapective  cuatomen,  without 
the  knowledge  and  consent  of  their  employera, 

(a)  Gratuities  of  money,  and 

(b)  Dinner  parties,  theater  and  faaaeball  ticketJ,  and  laviah  entertainment  at  larga 
eipenae, 

Aa  an  inducement  for  them  to  influence  their  employer*  to  pnrchue  ita  products 

or  to  refrain  from  dealing  with  ita  ccmpetitora: 
Htid,  That  aucli  gjfta  and  entertainment,  under  the  circumitancea  aet  forth,  con- 

stitulcd  unfair  methods  of  competition. 


The  Federal  Trade  Coi 
preltniinaiy  tnTestigation : 
ical  Co.  (Ltd.)  has  been  ai 
tion  in  commerce,  in  viola 
of  an  act  of  Congress,  entil 
mission,  to  define  iU  poi 
approved  September  26, 
having  determined  that  a 
Indigo  &  Chemical  Co.  (I 
with  respect  thereof  woulc 

Therefore,  the  Federal  1 
it  is  informed,  in  such  a  l 
st&ntially  as  herein  set  ou 

pAKAOBAFa  1.  That  tht 
is  a  corporation,  as  defint 
Commission  act,  approved 
and  existing  under  the  law 
and  registered  in  ibe  Stat 
America,  and  maintains  i 
the  United  States,  in  the 
setts,  and  is  engaged  in  t 
dyestuffs,  chemicals,  and  i 
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Par.  2.  That  the  said  United  Indigo  &  Chemical  Co.  (Ltd.)  is  and 
has  been  continuously  for  the  year  last  past,  and  for  a  longer  period 
of  time,  engaged  in  commerce  as  defined  by  the  act  of  Congress, 
approved  September  26, 1914,  abova  mentioned,  and  that  it  is  manu- 
facturing and  purchasing  dyestuffs,  chemicals,  and  other  dyeing  goods 
and  products  from  manufacturers,  dealers,  and  others  in  the  State  of 
Massachusetts  and  in  other  States  and  Territories  of  the  United 
States  and  in  the  District  of  Columbia  aud  foreign  countries  and 
having  the  said  dyestuffs,  chemicals,  and  other  dyeing  goods  and 
products  shipped  and  transported,  in  commerce,  to,  in,  and  through 
the  State  of  Massachusetts  to  its  place  of  business  in  the  city  of 
Boston  and  selling,  shipping,  and  transporting  said  goods,  in  com- 
merce, from  its  place  of  business  in  said  city  of  Boston,  in  the  State 
of  Massachusetts,  among  other  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia  and  into  foreign  countries,  and 
there  is  continuously  and  has  been,  at  all  times  within  the  year  last 
past  and  more,  a  constant  current  of  trade  in  commerce,  by  said 
respondent,  in  said  dyestuffs,  chemicals,  and  other  dyeing  goods  and 
products,  among  and  between  the  various  States  of  the  United  States, 
the  Territories  thereof,  and  the  District  of  Columbia  and  into  foreign 
countries  to  and  through  the  city  of  Boston,  in  the  State  of  Massa- 
chusetts, and  therefrom  to  and  through  other  States  of  the  United 
States  and  Territories  thereof  and  the  District  of  Columbia  and  into 
foreign  countries. 

Par.  3.  That  the  United  Indigo  &  Chemical  Co.  (Ltd.),  in  the 
course  of  selling  dyestuffs,  chemicals,  and  other  dyeing  goods  and 
products,  in  conmierce,  as  defined  by  an  act  of  Congress,  approved 
September  26,  1914,  entitled  "An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes,"  has 
been  for  more  than  a  year  last  past,  and  still  is,  engaged  in  unfair 
methods  of  competition,  in  commerce,  in  violation  of  section  5  of  the 
abovenamed  act,  approved  September '26,  1914,  in  that,  in  the  conduct 
of  its  business  in  selling  dyestuffs,  chemicals,  and  other  dyeing  goods 
and  products,  it  secretly  and  without  the  knowledge  of  the  pur- 
chasers, consumers,  or  prospective  purchasers  of  its  goods  offered 
to  give,  and  did  actually  give,  to  the  employees  of  its  customers  and 
purchasers  of  its  goods  and  offered  to  give,  and  did  actually  give,  to 
the  employees  of  the  custonwrs  of  its  competitors,  dinners,  theater 
tickets,  prize-fight  tickets,  and  also  paid  out  and  expended  large 
sums  of  money  in  lavish  entertainments  to  the  employees  of  its  cus- 
tomers, purchasers,  and  proposed  customers  and  purchasers,  and  to 
employees  of  the  customers  and  purchasers  of  its  competitors,  and 
also  offered  to  pay,  and  did  actually  pay,  secretly  and  without  the 
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knowledge  of  its  customcrB,  pnrchasevs,  and  oompetitoTs,  cash  com- 
missions  and  other  bonnses,  prizes,  rewards,  compensations^  and 
gratuities  to  the  eiliployees  of  its  customers,  purchasers,  and  to  the 
employees  of  its  competitors,  all  of  which  was  done  by  respondent 
to  induce  such  employees  to  advocate,  push,  and  favor  the  goods 
and  the  sale  of  the  dyestuffd,  chemicals,  dyeing,  and  other  products 
of  respondent  over  its  competitors,  and  to  induce  the  said  em- 
ployees of  its  customers,  purchasers,  and  competitors  to  pursuade, 
urge,  and  recommend  to  their  employers  to  purchase  the  dyestuffs, 
chemicals,  and  other  dyeing  goods  and  products  of  respondent,  in- 
stead of  the  goods  of  the  competitors  of  the  respondent,  in  order  that 
such  employees  might  receive  the  cash  commissions,  bonuses,  prizes, 
rewards,  compensation,  and  gratuities  offered  and  promised  by  the 
said  respondent,  all  of  which  acts  of  respondent  are  unfair  methods 
of  competition  and  in  violation  of  the  intent  and  meaning  of  sec- 
tion 5  of  the  Federal  Trade  Commission  act,  approved  September 
26,  1914. 

Pab.  4.  That  by  reason  of  the  facts  set  out  in  the  foregoing  para- 
graphs of  this  complaint,  the  respondent  has  been  guilty  of  unfair 
methods  of  competition  in  commerce  as  defined  and  prohibited  by 
section  6  of  an  act  of  Congress  approved  September  26,  1914,  en- 
titled "An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes/' 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress,  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent.  United  Indigo  &  Chemical  Co. 
(Ltd.)  I  charging  it  with  the  use  of  unfair  methods  of  competition  in 
commerce  in  violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  and  filed  its  answer 
and  amended  answer  herein,  and  a  hearing  having  been  had  and 
evidence  introduced  in  support  of  the  allegations  of  said  complaint 
before  an  examiner  of  the  Federal  Trade  Conmiission  theretofore  duly 
appointed; 

Thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
respondent  having  waived  the  introduction  of  further  evidence,  and 
the  attorneys  for  the  Commission  and  the  respondent  having  waived 
the  filing  of  briefs  and  oral  argument,  and  the  Commission  having 
duly  considered  the  record  and  being  now  fully  advised  in  the  prem- 
ises, makes  this  its  findings  as  to  the  facts  and  conclusion: 
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Pabagbaph  1.  That  the  respondent,  United  Indigo  &  Chemical 
Co.  (Ltd.),  is  a  corporation  organized  and  existing  under  the  laws  of 
Great  Britain,  having  a  registered  office  in  the  State  of  Massachu- 
setts, in  the  United  States  of  America,  and  a  place  of  business  in  the 
city  of  Boston,  in  said  State  of  Massachusetts,  and  is  now  and  at 
all  times  hereinafter  mentioned  has  been  engaged  in  the  selling  and 
transporting  of  dyestuffs,  chemicals,  and  other  dyeing  goods  and 
products  through  and  among  the  various  States  and  Territories  of 
the  United  States,  the  District  of  Columbia,  and  into  foreign  coun- 
tries in  direct  competition  with  other  persons,  partnerships,  and 
corporations  similarly  engaged. 

Pab.  2.  That  the  respondent,  the  United  Indigo  &  Chemical  Co. 
(Ltd.),  in  the  course  of  its  business  as  desoibed  herein,  purchases 
dyestuffs,  chemicals,  and  other  dyeing  goods  and  products  from 
manufacturers,  dealers,  and  others  in  the  State  of  Massachusetts  and 
in  other  States  of  the  United  States  and  foreign  countries,  transporting 
such  products  from  said  places  of  purchase  through  other  States  of 
the  United  States  to  their  place  of  business  in  the  city  of  Boston, 
State  of  Massachusetts,  where  they  are  kept  and  stored  for  their 
trade  in  selling  such  commodities. 

Pab.  3.  That  the  respondent,  the  United  Indigo  &  Chemical  Co., 
in  the  course  of  its  business  of  selling  dyestuffs,  chemicals,  and  other 
dyeing  goods  and  products,  as  described  herein,  for  several  years  last 
[past]  to  July  1,  1919,  gave  to  employees  of  its  customers,  without  the 
knowledge  and  consent  of  their  employers,  gratuities  in  the  form  of 
money  as  an  inducement  to  persuade,  urge,  and  recommend  to  their 
employers  the  purchase  of  dyestuffs,  chemicals,  and  other  dyeing 
goods  and  products  from  respondent,  or  to  refrain  from  purchasing 
such  products  from  competitors  of  the  respondent. 

Pab.  4.  That  the  respondent,  the  United  Indigo  &  Chemical  Co. 
(Ltd.),  in  the  course  of  its  business  in  selling  dyestuffs,  chemicals, 
and  other  dyeing  goods  and  products,  as  described  herein,  for  several 
years  last  past  has  given  to  employees  of  its  customers  and  prospective 
customers,  without  the  knowledge  and  consent  of  their  employers, 
dinner  parties,  theater  and  baseball  tickets,  and  expended  large 
sums  of  money  in  lavish  entertainment  of  such  employees,  as  an 
inducement  to  persuade,  ui^e,  and  recommend  to  their  employers 
the  purchase  of  dyestuffs^  chemicals,  and  other  dyeing  goods  and 
products  from  the  respondent,  or  to  refrain  from  purchasing  such 
products  from  competitors  of  the  respondent. 

Pab.  5.  That  the  annual  sales  of  dyestuffs,  chemicals,  and  other 
dyeing  goods  and  products  in  the  United  States  by  the  respondent, 
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the  United  Indigo  &  Chemical  Co.,  during  the  years  1916,  1917,  and 
1918  amounted  to  approximately  $700,000  per  year,  and  its  expendi- 
tures for  entertainment  and  gratuities  given  to  employees  during 
that  period  averaged  from  $40,000  to  $50,000  per  year. 

OOKCLUBIOK. 

That  the  practices  of  the  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  and  foreign  commerce,  and  constitute  a 
violation  of  an  act  of  Congress,  approved  September  26, 1914,  entitled 
''An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes/' 

I  OBDEB  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission,  the  answer  and 
amended  answer  of  respondent,  and  testimony,  and  the  Commission 
having  made  its  findings  as  to  the  facts,  with  its  conclusion  that  the 
respondent  has  violated  the  provisions  of  an  act  of  Congress,  approved 
September  26,  1914,  entitled  ''An  act  to  create  a  Federal  Trade 
Commission,  to  define  its  powers  and  duties,  and  for  other  purposes,'' 

It  18  therefore  ordered,  That  the  respondent,  the  United  Indigo  & 
Chemical  Co.  (Ltd.),  its  officers,  directors,  agents,  salesmen,  servants, 
and  employees  cease  and  desist  from  directly  or  indirectly  giving  to 
employees  of  its  customers,  or  prospective  customers,  or  those  of 
its  competitors'  customers  or  prospective  customers,  without  the 
knowledge  and  consent  of  their  respective  employers,  smns  of  money, 
dinner  parties,  theater  and  baseball  tickets,  and  other  forms  of 
entertainment  as  an  inducement  to  persuade,  urge,  or  recommend 
to  their  employers  the  purchase  of  dyestuffs,  chemicals,  and  other 
dyeing  goods  and  products  from  the  respondent,  or  to  refrain  from 
purchasing  such  dyestuffs,  chemicals,  and  other  dyeing  goods  and 
products  from  competitors  of  respondent^  and 

It  M  further  ordered,  That  the  respondent,  within  60  days  after 
the  date  of  service  upon  it  of  this  order,  file  with  the  Commission. a 
report  in  writing  setting  forth  in  detail  the  manner  and  form  in  which 
it  has  complied  with  the  order  to  cease  and  desist  herein  set  forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

RICCO  COMPANY,  INC* 

€X)MFLAINT  IK  THE  MATTER  OF  THE  ALLEGED  VIOLATIOK  OF  SECnOK  B 
OF  AN  ACT  OF  CONGRESS  APPROYED  SEPTEMBER  26,  1914. 

Docket  543 — Jnne  13,   1921. 
Syllabub. 

Where  a  corporation  engaged  in  the  manufacture  and  sale  of  dyestnfb  and 
kindred  products,  gave  to  employees  of  customers,  without  the  knowledge  or 
consent  of  their  employers,  sums  of  money  as  an  inducement  for  them  to 
influence  their  employers  to  purchase  its  products  and  to  refrain  from 
dealing  ^ith  its  competitors: 

Held,  That  such  gifts,  under  the  circumstances  set  forth,  constituted  an  unfair 
method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  the  Ricco  Co.,  Inc.,  here- 
inafter referred  to  as  respondent,  within  the  year  last  past,  has  been 
using  unfair  methods  of  competition  in  interstate  conmierce  in  vio- 
lation of  the  provisions  of  section  5  of  an  act  of  Congress  approved 
September  26, 1914,  entitled  "An  act  to  create  a  Federal  Trade  Com' 
mission,  to  define  its  powers  and  duties,  and  for  other  purposes,"  and 
it  appearing  that  a  proceeding  by  it  in  respect  thereof  would  be  to 
the  interest  of  the  public,  issues  this  complaint,  stating  its  charges  in 
that  respect  on  information  and  belief  as  follows : 

Paragraph  1.  That  the  respondent,  the  Ricco  Co.,  Inc.,  a  corpo- 
ration organized  and  existing  and  doing  business  under  and  by  virtue 
of  the  laws  of  the  State  of  Rhode  Island,  having  its  principal  office 
and  place  of  business  at  the  city  of  Providence,  in  the  State  of  Rhode 
Island,  is  now  and  for  more  than  one  year  last  past  has  been  engaged 
in  manufacturing  and  selling  dyestuffs  and  kindred  products 
throughout  tiie  States  and  Territories  of  the  United  States,  and  that 
at  all  times  hereinafter  mentioned  the  respondent  has  carried  on  and 
conducted  such  business  in  competition  with  other  persons,  firms,  co- 
partnerships, and  corporations  manufacturing  and  selling  like 
products. 

Par.  2.  That  in  the  course  of  its  business  of  manufacturing  and 
selling  dyestuffs  and  kindred  products  throughout  the  States  and 
Territories  of  the  United  States  the  respondent  since  January,  1919, 
has  been  giving  and  offering  to  give  to  employees  of  both  its  custom- 
ers and  prospective  customers,  and  its  competitors^  customers  and 
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proepective  customers,  without  the  knowledge  and  consent  of  iheiv 
employers,  sums  of  money  as  an  inducement  to  influence  their  said 
employers  to  purchase  or  contract  to  purchase  from  the  respondent 
dyestuffs,  and  kindred  products,  or  to  influence  such  customers  to 
refrain  from  dealing  or  contracting  to  deal  with  competitors  of  the 
respondent. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26, 1914,  the  Federal  Trade  Commission  issued  and  served  a 
complaint  upon  the  respondent,  the  Ricoo  Co.,  Inc.,  charging  it 
with  the  use  of  unfair  methods  of  competition  in  commerce  in  viola- 
tion of  the  provisions  of  said  act. 

The  respondent  having  neither  filed  an  answer  nor  entered  its  ap- 
pearance herein,  and  a  hearing  having  been  had,  and  evidence  was 
introduced  in  support  of  the  allegations  of  said  complaint  before  an 
examiner  of  the  Federal  Trade  Commission  theretofore  duly  ap- 
pointed: 

Thereupon  this  proceeding  came  on  for  final  hearing,  the  respond- 
ent having  due  notice  thereof,  and  the  Commission  having  duly  con- 
sidered the  record  and  being  now  fully  advised  in  the  premises,  makes 
this  its  findings  as  to  the  facts  and  conclusion : 

FINDINGS  AS  TO  THE   FACTS. 

Pabagrafh  1.  That  the  respondent,  the  Riooo  Co.,  Inc.,  is  a  cor- 
poration  organized  and  existing  under  and  by  virtue  of  the  laws  of 
the  State  of  Rhode  Island,  having  its  principal  ofiice  and  place  of 
business  at  the  city  of  Providence,  State  of  Rhode  Island,  and  is  now 
and  at  all  times  hereinafter  mentioned  has  been  engaged  in  manu- 
facturing, selling,  and  transporting  dyestuffs  and  kindred  products, 
through  and  among  the  various  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia,  in  direct  competition  with  other 
persons,  firms,  copartnerships,  and  corporations  similarly  engaged. 

Par.  2*  That  the  respondent,  the  Ricoo  Co.,  Inc.,  in  the  course 
of  its  business  of  selling  and  transporting  dyestuffs  as  described 
in  paragraph  1  hereof,  since  the  date  of  its  incorporation  in  Janu- 
ary, 1919,  had  given  to  dyers  and  finishers  in  about  20  per  cent  of 
the  textile  mills  to  which  the  respondent  sold  its  products,  without 
the  knowledge  or  consent  of  their  employers  and  without  other  con- 
sideration therefor,  sums  of  money  amounting  to  from  $30  to  $160 
per  month,  to  obtain  the  good  will  of  the  dyer  or  finisher,  and  as- an 
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inducement  to  them  to  recommend  to  their  employers  the  use  and 
purchase  of  respondent's  products  and  to  influence  their  employers 
to  refrain  from  dealing  with  competitors  of  respondent.  That  the 
dyers  and  finishers  in  such  mills  have  a  technical  knowledge  of  the 
proper  use  and  application  of  dye  products  and  usually  test  the  dyes 
and  recommend  to  mill  owners  the  dye  products  to  be  used  in  the  mill. 

CONCLUSION. 

That  the  practices  of  the  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  meth- 
ods of  competition  in  interstate  commerce,  and  constitute  a  violation 
of  an  act  of  Congress  approved  September  26, 1914,  entitled  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes." 

ORDER  TO  CEASE  AND  DESIST, 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complaint  of  the  Commission  and  the  testimony, 
and  the  Conmiission  having  made  its  findings  as  to  the  facts,  with 
its  conclusion  that  the  respondent  has  violated  the  provisions  of  an 
act  of  Congress  approved  September  26,  1914,  entitled  "  An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes,'' 

It  is  therefore  ordered^  That  the  respondent,  Ricco  Co.,  Inc.,  its 
officers,  directors,  agents,  salesmen,  servants,  and  employees,  cease 
and  desist  from  directly  or  indirectly  giving  to  employees  of  its 
customers,  or  prospective  customers,  or  those  of  its  competitors' 
customers  or  prospective  customers,  sums  of  money  or  gratuities  of 
any  kind  whatsoever  as  an  inducement  to  influence 'their  employers 
to  purchase  or  contract  to  purchase  dyestuffis  and  kindred  products 
from  the  respondent  or  for  the  purpose  of  persuading  such  cus* 
tomers  or  prospective  customers  to  refrain  from  buying  or  contract* 
ing  to  buy  from  competitors  of  the  respondent 

It  is  further  ordered^  That  the  respondent,  within  60  days  after 
the  date  of  service  upon  it  of  this  order,  file  with  the  Commission  a 
report  in  writing,  setting  forth  in  detail  the  manner  and  form  with 
which  it  has  complied  with  the  order  to  oease  and  desist  herein  set 
forth. 
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FEDERAL  TRADE  COMMISSION 

EDWIN  S.  JONES,  DOING  BUSINESS  UNDER  THE  NAME 
AND  STYLE  PHILADESiPHIA  TEXTILE  CHEMICAL 
WORKS. 

OOMPLAINT  IN  THE  MATTEB  OF  THE  AUJEOED  VIOLATION  OF  SECTION 
5  aF  AN  ACT  OF  CONOBEBS  APPROVED  SEPTEMBER  26,   1914. 

Docket  542.— June  30, 1921. 

Stuabub. 

Where  an  individual  engaged  in  the  manufacture  and  sale  of  aoap  and  wool  oil,  made 
to  employees  of  customers,  without  the  knowledge  and  consent  of  their  employers, 
gifts  of  money,  and  loans  of  money  without  expectation  of  repayment,  as  an 
inducement  for  them  to  influence  their  employers  to  purchase  its  products  and 
to  refrain  from  dealing  with  its  competiton: 

Hdd,  That  such  gifts  and  loans,  under  the  drcumstances  set  forth,  constituted  an 
unftkir  method  of  competition. 

COMPLAINT. 

The  Federal  Trade  Cominissioii,  haying  reason  to  believe  from  a 
preliminary  inyestigation  made  by  it  that  Edwin  S.  Jones,  doing 
business  under  the  name  and  style  of  Philadelphia  Textile  (chemical 
Works,  hereinafter  referred  to  as  respondent,  has  been  for  more  than 
a  year  last  past  using  unfair  methods  of  ccmipetition  in  interstate 
commerce  in  violation  of  the  provisions  of  section  5  of  an  act  of 
Congress  approved  September  26,  1914,  entitled  ^'An  act  to  create 
a  Federal  Trade  Conmiission,  to  define  its  powers  and  duties,  and  for 
other  purposes,' '  and  it  appearing  that  a  proceeding  by  it  in  respect 
thereof  would  be  to  the  interest  of  the  public,  issues  this  complaint, 
stating  its  charges  in  that  respect  on  information  and  belief  as 
follows: 

Pabaobaph  1.  That  the  respondent,  Edwin  S.  Jones,  doing  business 
under  the  name  and  style  of  Philadelphia  Textile  Chemical  Works, 
with  his  principal  office  and  place  of  business  at  the  city  of  Philadel- 
phia, in  the  State  of  Pennsylvania,  is  now  and  for  more  than  one 
year  last  past  has  been  engaged  in  manufacturing  and  selling  soap 
and  wool  oil  throughout  the  States  and  Territories  of  the  United 
States,  and  that  at  all  times  hereinafter  mentioned  the  respondent 
has  carried  on  and  conducted  such  business  in  competition  with 
oth^  persons,  firms,  copartnerships,  and  corporations  manufaotur-^ 
ing  and  selling  like  products. 


422  FEDERAL  TBABE  C0M1CIS8I0N  DECISIONa 

Findings,  .  8F.T.G. 

Pab.  2.  That  in  the  course  of  his  business  of  manufacturing  and 
selling  soap  and  wool  oil  throughout  the  States  and  Territ(»ies  of 
the  United  States  the  respondent  has,  since  1917,  given  and  loaued 
to  employees  of  his  customers)  without  the  knowledge  and  consent 
of  their  employers,  sums  of  money  as  an  inducement  to  influence 
their  said  employers  to  purchase  or  contract  to  purchase  from  the 
respondent,  «oap  and  wool  oil,  or  to  influence  such  customers  to 
refrain  from  dealing  or  contracting  to  deal  with  competitors  of  the 
respondent. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Conmiission  issued  and  served  a 
complaint  upon  the  respondent,  Edwin  S.  Jones,  doing  business 
under  the  name  and  style  of  Philadelphia  Textile  Chemical  Works, 
charging  him  with  the  use  of  unfair  methods  of  competition  in  com- 
merce in  violation  of  the  provisions  of  said  act. 

The  respondent  having  neither  filed  an  answer  nor  entered  his 
appearance  herein,  a  hearing  was  had,  after  due  notice  thereof  to 
said  respondent,  and  evidence  was  introduced  in  support  of  the 
allegations  of  said  complaint  before  an  examiner  of  the  Federal 
Trade  Conmussion  theretofore  duly  appointed. 

Thereupon  this  proceeding^came  on  for  final  hearing,  the  respond- 
ent having  due  notice  thereof,  and  the  Commission  having  duly 
considered  the  record  and  being  now  fully  advised  in  the  premises, 
makes  this  its  findings  as  to  the  facts  and  conclusion: 

FINDINGS  AS  TO  THE   FACTS. 

Pa&aobafh  1.  The  respondent  herein,  Edwin  S.  Jones,  is  now  and 
since  the  year  1917  has  been  doing  buoness  under  the  name  and  style 
of  Philadelphia  Textile  Chemical  Works,  and  at  all  times  since  then 
has  been  engaged  in  manufacturing,  selling,  and  transporting  soap 
and  wool  oil  through  and  among  several  of  the  States  of  the  United 
States  adjacent  to  the  State  of  Pennsylvania  in  direct  competition 
with  other  persons,  firms,  copartnerships,  and  corporations  similarly 
engaged. 

Pab.  2.  The  respondent,  Edwin  S.  Jones,  doing  business  under 
the  name  and  style  of  Philadelphia  Textile  Chemical  Woiks,  in  the 
course  of  his  business  of  selling  soap  and  wool  oil  as  described  in 
paragraph  1  hereof,  since  starting  in  business  in  1917,  has  made 
gifts  of  money  to  foremen  finishers,  and  in  some  instances,  loans  of 
money  without  the  expectation  of  repayment  to  foremen  finishers, 
in  a  few  of  the  textile  mills  to  which  the  respondent  selb  and  has 
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sold  his  products,  all  without  the  knowledge  and  consent  of  the 
employeis  of  said  foremen  finishers,  and  without  other  consideration 
therefor,  said  sums  of  money  aggregating  in  all  approximately  $175, 
which  said  gifts  and  loans  were  made  and  given  as  and  for  an  induce- 
ment to  said  foremen  finishers  to  recommend  to  their  employers 
the  use  and  purchase  of  respondent's  products,  and  to  influence  their 
employers  to  refrain  from  dealing  with  or  purchasing  from  competitors 
of  the  respondent.  Foremen  finishers  in  such  mills  have  a  technical 
knowledge  of  the  proper  use  and  application  of  soap  and  other  finish- 
ing products  used  in  textile  mills  and  usually  test  such  products 
and  recommend  to  the  mill  owners  the  brand  of  soap  and  other 
finishing  products  to  be  used  in  the  mill. 

CONCLUSION. 

The  practices  of  the  said  respondent,  imder  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  commerce,  and  constitute  a  violation  of 
an  act  of  Congress  approved  September  26,  1914,  entitled  "An  act 
to  create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  purposes." 

ORDBB  TO   CEASE   AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Conmiis- 
sion  upon  the  complaint  of  the  Commission  and  the  testimony,  and 
the  Commission  having  made  its  findings  as  to  the  facts,  with  its 
conclusion  that  the  respondent  has  violated  the  provisions  of  an 
act  of  Congress  approved  September  26,  1914,  entitled  "An  act  to 
create  a  Federal  Trade  Commission,  to  define  its  powers  and  duties, 
and  for  other  piu7)0ses, " 

It  is  therefore  ordered^  That  the  respondent,  Edwin  S.  Jones,  doing 
business  under  the  name  and  style  of  Philadelphia  Textile  Chemical 
Works,  and  his  agents,  salesmen,  servants,  'and  employees,  cease 
and  desist  from  directly  or  indirectly  making  gifts  of  money  or  other 
things  of  value,  or  loans  of  money  or  other  things  of  value  without 
an  expectation  of  repayment,  to  employees  of  his  customers  or 
prospective  customers,  or  those  of  his  competitors'  customers 
or  prospective  customers,  without  the  knowledge  and  consent  of 
their  respective  employers,  and  for  the  purpose  and  with  the  effect 
of  inducing  such  employees  to  influence,  persuade,  or  induce  their 
employers  to  purchase  from  the  respondent  soap  and  wool  oil,  or 
to  refrain  from  dealing  with  competitors  of  respondent. 
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forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

UNITED  INDIGO  &  CHEMICAL  COMPANY,  LTD. 

OOlfFLAINT  IN  THE    MATTER  OF  THE  ALLEGED    VIOLATION  OP  SECTION 
5  OF  AN  ACT  OF  OONOBBS8  APFBOYED   8BFTEMBSB  26,  1914. 

Docket  596.— June  30, 1921. 
Syllabus. 

Where  a  corporatioii  dealing  in  dyestnffs,  cbemicala,  and  other  dyeing  goods  and 
products,  gave  to  employees  of  customers  and  prospective  customers,  without 
the  knowledge  and  consent  of  their  employen, 
(a)  Gratuities  of  money,  and 

(6)  Dinner  parties,  theater  and  baseball  tickets,  and  lavish  entertainment  at  large 
expense. 

As  an  inducement  for  them  to  influence  their  employers  to  purchase  its  products 
or  to  refrain  from  dealing  with  its  competitors: 

Held,  That  such  gifts  and  entertainment,  under  the  circumstances  set  forth,  con- 
stituted unfair  methods  of  competition. 

COMPLAINT. 

The  Federal  Trade  Commission  having  reason  to  believe  from  & 
preliminary  investigation  made  by  it  that  the  United  Indigo  &  Chem- 
ical Co.  (Ltd.)  has  been. and  is  now  using  unfair  methods  of  competi- 
tion in  commerce,  in  violation  of  the  intent  and  meaning  of  section  5 
of  an  act  of  Congress,  entitled  "An  act  to  create  a  Federfil  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes/' 
approved  September  26,  1914,  and  the  Federal  Trade  Commission, 
having  determined  that  a  complaint  should  issue  against  said  United 
Indigo  &  Chemical  Co.  (Ltd.)  and  that  a  full  and  complete  inquiry 
with  respect  thereof  would  be  to  the  interest  of  the  public. 

Therefore,  the  Federal  Trade  Commission,  complaining,  shows  that 
it  is  informed,  in  such  a  manner  that  it  believes  the  facts  to  be  sub* 
stantially  as  herein  set  out,  and  therefore  charges  as  follows: 

Paragbaph  1.  That  the  said  United  Indigo  &  Chemical  Co.  (Ltd.) 
is  a  corporation,  as  defined  by  the  act  known  as  the  Federal  Trade 
Commission  act,  approved  September  26^  1914,  chartered,  organized, 
and  existing  under  the  laws  of  Great  Britain;  that  it  has  domesticated 
and  registered  in  the  State  of  Massachusetts,  in  the  United  States  of 
America,  and  maintains  its  principal  ofiice  and  place  of  business  in 
the  United  States,  in  the  city  of  Boston,  in  said  State  of  Massachu- 
setts, and  is  engaged  in  the  manufacture  and  sale,  in  commerce,  of 
dyestuffs,  chemicals,  and  other  dyeing  goods  and  products. 
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Par.  2.  That  the  said  United  Indigo  &  Chemical  Co.  (Ltd.)  is  and 
has  been  continuously  for  the  year  last  past,  and  for  a  longer  period 
of  time,  engaged  in  commerce  as  defined  by  the  act  of  Congress, 
approved  September  26, 1914,  abova  mentionied,  and  that  it  is  manu- 
facturing and  purchasing  dyestuffs,  chemicals,  and  other  dyeing  goods 
and  products  from  manufacturers,  dealers,  and  others  in  the  State  of 
Massachusetts  and  in  other  States  and  Territories  of  the  United 
States  and  in  the  District  of  Columbia  and  foreign  countries  and 
having  the  said  dyestuffs,  chemicals,  and  other  dyeing  goods  and 
products  shipped  and  transported,  in  commerce,  to,  in,  and  through 
the  State  of  Massachusetts  to  its  place  of  business  in  the  city  of 
Boston  and  selling,  shipping,  and  transporting  said  goods,  in  com- 
merce, from  its  place  of  business  in  said  city  of  Boston,  in  the  State 
of  Massachusetts,  among  other  States  and  Territories  of  the  United 
States  and  the  District  of  Columbia  and  into  foreign  countries,  and 
there  is  continuously  and  has  been,  at  all  times  within  the  year  last 
past  and  more,  a  constant  current  of  trade  in  oonmierce,  by  said 
respondent,  in  said  dyestuffs,  chemicals,  and  other  dyeing  goods  and 
products,  among  and  between  the  various  States  of  the  United  States, 
the  Territories  thereof,  and  the  District  of  Columbia  and  into  foreign 
countries  to  and  through  the  city  of  Boston,  in  the  State  of  Massa- 
chusetts, and  therefrom  to  and  through  other  States  of  the  United 
States  and  Territories  thereof  and  the  District  of  Columbia  and  into 
foreign  countries. 

Par.  3.  That  the  United  Indigo  &  Chemical  Co.  (Ltd.),  in  the 
course  of  selling  dyestuffs,  chemicals,  and  other  dyeing  goods  and 
products,  in  commerce,  as  defined  by  an  act  of  Congress,  approved 
September  26,  1914,  entitled  "An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes,"  has 
been  for  more  than  a  year  last  past,  and  still  is,  engaged  in  unfair 
methods  of  competition,  in  conmierce,  in  violation  of  section  5  of  the 
abovenamed  act,  approved  September  *26,  1914,  in  that,  in  the  conduct 
of  its  business  in  selling  dyestuffs,  chemicals,  and  other  dyeing  goods 
and  products,  it  secretly  and  without  the  knowledge  of  the  pur- 
chasers, consumers,  or  prospective  purchasers  of  its  goods  offered 
to  give,  and  did  actually  give,  to  the  employees  of  its  customers  and 
purchasers  of  its  goods  and  offered  to  give,  and  did  actually  give,  to 
the  employees  of  the  custon^rs  of  its  competitors,  dinners,  theater 
tickets,  prize-fight  tickets,  and  also  paid  out  and  expended  laige 
sums  of  money  in  lavish  entertainments  to  the  employees  of  its  cus- 
tomers, purchasers,  and  proposed  customers  and  purchasers,  and  to 
employees  of  the  customers  and  purchasers  of  its  competitors,  and 
also  offered  to  pay,  and  did  actually  pay,  secretly  and  without  the 
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knowledge  of  its  eustoiiMni  pnrchasfln,  and  oompetitoTB,  cash  com- 
missions and  other  bonuses,  prizes,  rewards,  compensations,  and 
gratuities  to  the  eiliployees  of  its  customers,  purchasers,  and  to  the 
employees  of  its  competitors,  all  of  which  was  done  by  respondent 
to  induce  such  employees  to  advocate,  push,  and  favor  the  goods 
and  the  sale  of  the  dyestuffd,  chemicals,  dyeing,  and  other  products 
of  respondent  over  its  competitors,  and  to  induce  the  said  em- 
ployees of  its  customers,  purchasers,  and  competitors  to  pursuade, 
urge,  and  recommend  to  tibeir  employers  to  purchase  the  dyestuffs, 
chemicals,  and  other  dyeing  goods  and  products  of  respondent,  in- 
stead of  the  goods  of  the  competitors  of  the  respondent,  in  order  that 
such  employees  might  receive  the  cash  commissions,  bonuses,  prizes, 
rewards,  compensation,  and  gratuities  offered  and  promised  by  the 
said  respondent,  all  of  whi<^h  acts  of  respondent  are  unfair  methods 
of  competition  and  in  violation  of  the  intent  and  meaning  of  sec- 
tion 5  of  the  Federal  Trade  Commission  act,  approved  September 
26,  1914. 

Pab.  4.  Hiat  by  reason  of  the  facts  set  out  in  the  foregoing  para- 
graphs of  this  complaint,  the  respondent  has  been  guilty  of  unfair 
methods  of  competition  in  commerce  as  defined  and  prohibited  by 
section  6  of  an  act  of  Congress  approved  September  26,  1914,  en- 
titled ''An  act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes/' 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  proirisions  of  an  act  of  Congress,  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent.  United  Indigo  &  Chemical  Co. 
(Ltd.),  charging  it  with  the  use  of  unfair  methods  of  competition  in 
commerce  in  violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  and  filed  its  answer 
and  amended  answer  herein,  and  a  hearing  having  been  had  and 
evidence  introduced  in  support  of  the  allegations  of  said  complaint 
before  an  examiner  of  the  Federal  Trade  Commission  theretofore  duly 
appointed ; 

Thereupon  this  proceeding  came  on  for  final  hearing,  and  the 
respondent  having  waived  the  introduction  of  further  evidence,  and 
the  attorneys  for  the  Commission  and  the  respondent  having  waived 
the  filing  of  briefs  and  oral  argument,  and  the  Commission  having 
duly  considered  the  record  and  being  now  fully  advised  in  the  prem- 
ises, makes  this  its  findings  as  to  the  facts  and  conclusion: 
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HKDINOS  AS  TO  THE   TAOrS. 

Pabagbaph  1.  That  the  respondent.  United  Indigo  &  Chemical 
Co.  (Ltd.) ,  is  a  corporation  organized  and  existing  under  the  laws  of 
Great  Britain,  haying  a  registered  office  in  the  State  of  Massachu- 
setts, in  the  United  States  of  America,  and  a  place  of  business  in  the 
city  of  Boston,  in  said  State  of  Massachusetts,  and  is  now  and  at 
all  times  hereinafter  mentioned  has  been  engaged  in  the  selling  and 
transporting  of  dyestuffs,  chemicals,  and  other  dyeing  goods  and 
products  through  and  among  the  various  States  and  Territories  of 
the  United  States,  the  District  of  Columbia,  and  into  foreign  coun- 
tries in  direct  competition  with  other  persons,  partnerships,  and 
corporations  similarly  engaged. 

Pab.  2.  That  the  respondent,  the  United  Indigo  &  Chemical  Go. 
(Ltd.),  in  the  course  of  its  business  as  described  hereiui  purchases 
dyestuffs,  chemicals,  and  other  dyeing  goods  and  products  from 
manufacturers,  dealers,  and  others  in  the  State  of  Massachusetts  and 
in  other  States  of  the  United  States  and  foreign  countries,  transporting 
such  products  from  said  places  of  purchase  through  other  States  of 
the  United  States  to  their  place  of  business  in  the  city  of  Boston, 
State  of  Massachusetts,  where  they  are  kept  and  stored  for  their 
trade  in  selling  such  comimodities. 

Pab.  3.  That  the  respondent,  the  United  Indigo  &  Chemical  Co., 
in  the  course  of  its  business  of  selling  dyestuffs,  chemicals,  and  other 
dyeing  goods  and  products,  as  described  herein,  for  several  years  last 
[past]  to  July  1,  1919,  gave  to  employees  of  its  customers,  without  the 
knowledge  and  consent  of  their  employers,  gratuities  in  the  form  of 
money  as  «n  inducement  to  persuade,  urge,  and  recommend  to  their 
employers  the  purchase  of  dyestuffs,  chemicals,  and  other  dyeing 
goods  and  products  from  respondent,  or  to  refrain  from  purchasing 
such  products  from  competitors  of  the  respondent. 

Pab.  4.  That  the  respondent,  the  United  Indigo  &  Chemical  Go. 
(Ltd.),  in  the  course  of  its  business  in  selling  dyestuffs,  chemicals, 
and  other  dyeing  goods  and  products,  as  described  herein,  for  several 
years  last  past  has  given  to  employees  of  its  customers  and  prospective 
customers,  without  the  knowledge  and  consent  of  their  employers, 
dinner  parties,  theater  and  baseball  tickets,  and  expended  large 
sums  of  money  in  lavish  entertainmoit  of  such  employees,  as  an 
inducement  to  persuade,  urge,  and  recommend  to  their  employers 
the  purchase  of  dyestuffs,  chemicals,  and  other  dyeing  goods  and 
products  from  the  re^M>ndent,  or  to  refrain  from  purchasing  such 
products  from  competitors  of  the  respondent. 

Pab.  5.  That  the  annual  sales  of  dyestu&y  chemicals,  and  other 
dyeing  goods  and  products  in  the  United  States  by  the  respondent, 
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the  United  Indigo  &  Chemical  Co.,  during  the  years  1916,  1917,  and 
1918  amounted  to  approximately  $700,000  per  year,  and  its  expendi- 
tures for  entertainment  and  gratuities  given  to  employees  during 
that  period  averaged  from  $40,000  to  $50,000  per  year. 

OOKCLUdlOK. 

That  the  practices  of  the  said  respondent,  under  the  conditions  and 
circtunstances  described  in  the  foregoing  findings,  are  imf air  methods 
of  competition  in  interstate  and  foreign  commerce,  and  constitute  a 
violation  of  an  act  of  Congress,  approved  September  26, 1914,  entitled 
"An  act  to  create  a  Federal  Trade  Commission,  to  define  its  powers 
and  duties,  and  for  other  purposes/' 

I  OSDEB  TO  CEASE  AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Com- 
mission upon  the  complwit  of  the  Commission,  the  answer  and 
amended  answer  of  respondent,  and  testimony,  and  the  Commission 
having  made  its  findings  as  to  the  facts,  with  its  conclusion  that  the 
respondent  has  violated  the  provisions  of  an  act  of  Congress,  approved 
September  26,  1914,  entitled  ''An  act  to  create  a  Federal  Trade 
Commission,  to  define  its  powers  and  duties,  and  for  other  purposes," 

It  is  iherefare  ordered,  That  the  respondent,  the  United  Indigo  & 
Chemical  Co.  (Ltd.),  its  officers,  directors,  agents,  salesmen,  servants, 
and  employees  cease  and  desist  from  directly  or  indirectly  giving  to 
employees  of  its  customers,  or  prospective  customers,  or  those  of 
its  competitors'  customers  or  prospective  customers,  without  the 
knowledge  and  consent  of  their  respective  employers,  sums  of  money, 
dinner  parties,  theater  and  baseball  tickets,  and  other  forms  of 
entertainment  as  an  inducement  to  persuade,  urge,  or  recommend 
to  their  employers  the  purchase  of  dyestuffs,  chemicals,  and  other 
dyeing  goods  and  products  from  the  respondent,  or  to  refrain  from 
purchasing  such  dyestuffs,  chemicals,  and  other  dyeing  goods  and 
products  from  competitors  of  respondent,  and 

It  is  further  ordered,  That  the  respondent,  within  60  days  after 
the  date  of  service  upon  it  of  this  order,  file  with  the  Conmussion.a 
report  in  writing  setting  forth  in  detail  the  manner  and  form  in  which 
it  has  complied  with  the  order  to  cease  and  desist  herein  set  forth. 
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FEDERAL  TRADE  COMMISSION 

V. 

ORLEANS  IRON  WORKS,  INC. 

OOMPLAINT  XS  THE  MATTEB  OF  THE  ALLEGED  VIOLATION  OF  SECnON 
6  OF  AN  AOT  OF  CONOBEBB  APPROTED   SEPTEMBER  26,  1914. 

Docket  740.-June  30, 1921. 
Syllabus. 

Where  a  corporatioii  engaged  in  the  buoineflB  of  repairing  and  furnishing  repair  parte 
to  ships,  gave  to  captains  and  other  employees  of  vessels,  without  the  kaowledge 
or  consent  of  their  employers,  valuable  gifts,  cash  commissions,  and  gratuitiei 
as  an  inducement  to  have  such  vessels  repaired  by  it: 

Htldt  That  such  gifts,  under  the  drcumstances  set  forth,  constituted  an  unfair  method 
of  competitioQ. 

COMPLAINT, 

The  Federal  Trade  Commission,  having  reason  to  believe  from  a 
preliminary  investigation  made  by  it  that  Orleans  Iron  Works  (Inc.), 
hereinafter  referred  to  as  respondent,  has  been  and  is  using  mifair 
methods  of  competition  in  interstate  and  foreign  commerce  in  viola- 
tion of  the  provisions  of  section  5  of  ^  act  of  Congress  approved 
September  26, 1014,  entitled  "An  act  to  create  a  Federal  Trade  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes/' 
and  it  appearing  that  a  proceeding  by  it  in  respect  thereof  would 
be  to  the  interest  of  the  public,  issues  this  complaint,  stating  its 
chaises  in  that  respect  on  information  and  belief,  as  follows : 

Paraqkaph  1.  That  the  respondent,  Orleans  Iron  Works  (Inc.);  is 
a  corporation  organized  and  existing  under  the  laws  of  the  State  of 
Louisiana,  with  its  principal  office  and  place  of  business  in  the  city  of 
New  Orleans,  in  said  State. 

Pab.  2.  That  respondent  is  engaged  in  the  business,  among  other 
things,  of  repairing  and  furnishing  repair  parts  to  ships  which  reach 
the  port  of  New  Orleans,  State  of  Louisiana,  while  engaged  in  the 
transportation  of  passengers  and  cargoes  between  ports  in  the  various 
States  of  the  United  States  and  the  trieuisportation  of  passengers  and 
cargoes  between  ports  of  the  United  States  and  foreign  nations,  in 
direct,  active  competition  with  other  persons,  partnerships,  and  cor- 
porations similarly  engaged;  that  the  respondent  carries  or  causes  to 
be  carried  aboard  such  vessels  so  engaged  materials  and  repair  parts 
and  sends  its  employees  aboard  such  vessels  to  install  such  parts 
and  make  such  repairs  thereon  as  may  be  required  by  the  owners  of 
such  vessels. 
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Par.  3.  That  the  respondent,  in  the  course  of  its  business  as 
described  in  paragraph  2  hereof,  gives  and  has  given  to  captains, 
engineers,  and  other  employees  of  vessels  reaching  the  port  of  New 
Orleans,  without  the  knowledge  or  consent  of  their  employers  and 
without  other  consideration  therefor,  valuable  gifts,  cash  commissions, 
and  gratuities,  to  induce  such  officers  and  employees  to  have  the 
ships  operated  by  them  for  the  owners  thereof  repaired,  and  repair 
parts  for  same  furnished,  by  respondent;  that  the  value  of  such 
gifts,  cash  commissions,  and  gratuities  so  given  by  the  respondent 
aggr^ated  in  the  first  six  months  of  its  business  approximately 
$1,650,  and  that  as  a  result  of  the  giving  of  such  gifts,  cash  commis- 
sions, and  gratuities  respondent  added  to  its  cost  of  doing  business 
and  was  compelled  to  and  did  add  to  a  fair  charge  for  its  services  an 
amount  approximating  $1,650,  which  is  in  addition  to  a  fair  charge 
for  such  services,  and  which  additional  amount  the  customers  of  the 
respondent,  and  eventually  the  public,  must  pay;  that  as  a  further 
result  of  the  respondent's  said  practices,  all  of  its  competitors  are 
affected,  and  the  giving  of  valuable  gifts  and  cash  commissions  by 
the  respondent  as  aforesaid  has  tended  to  cause  competitors  of  the 
respondent,  who  in  many  instances  had  not  engaged  in  such  practices, 
to  give  captains  and  engineers  and  other  officers  and  employees  of 
ships  valuable  gifts,  cash  commissions,  and  gratuities  of  substan- 
tiaUy  equal  vahie  ajid  like  amoxmts  to  those  paid  by  respondent  as 
aforesaid,  for  the  same  purposes  and  With  the  sMne  effect,  as  a 
means  of  protecting  their  trade  and  preventing  respondent  from 
obtaining  the  business  enjoyed  by  tfamn. 

Pab.  4.  That  by  reason  of  the  facts  recited,  the  respondent  has 
been  using  an  imfair  method  of  competition  in  commerce  within  the 
intent  and  meaning  of  section  5  of  an  act  of  Congress  entitled  ''An 
act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
duties,  and  for  other  purposes,"  approved  September  26,  1914. 

REPORT,  FINDINGS  AS  TO  THE  FACTS,  AND  ORDER. 

Pursuant  to  the  provisions  of  an  act  of  Congress  approved  Sep- 
tember 26,  1914,  the  Federal  Trade  Commission  issued  and  served 
a  complaint  upon  the  respondent,  Orleans  Iron  Works  (Inc.), 
chaining  it  with  the  use  of  unfair  methods  of  competition  in  com- 
merce in  violation  of  the  provisions  of  said  act. 

The  respondent  having  entered  its  appearance  and  filed  its  answer 
herein  admitting  that  it  had  engaged  in  the  practice  of  giving  valuable 
gifts,  cash  coHm[ussions,  and  gratuities  to  captains,  engineers,  and 
employees  of  the  companies  owning  ships  for  whom  it  did  repair 
work,  as  allied  in  paragraph  3  of  the  complaint  herein,  and  having 
stipulated  and  agreed  that  a  statement  of  facts  signed  and  executed 
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by  the  respondent  and  by  Adrien  F.  Busick,  acting  chief  counsel  for 
the  Federal  Trade  Conmiission,  subject  to  the  approval  of  the  Com- 
mission, shall  be  taken  as  the  facts  in  this  proceeding,  and  agreeing 
and  consenting  that  the  Federal  Trade  Commission  shall  forthwith 
proceed  upon  said  agreed  statement  of  facts  and  answer  herein  to 
make  and  enter  its  findings  as  to  the  facts,  its  conclusion,  and  order 
disposing  of  this  proceeding  without  the  introduction  of  testimony, 
the  filing  of  briefs,  or  oral  argument  in  support  of  the  same,  and 
thereupon  this  proceeding  came  on  for  final  hearing,  and  the  Com- 
mission, having  duly  considered  the  record  and  now  being  fuUy 
advised  in  the  premises,  makes  this  its  findings  as  to  the  facts  and 
conclusion: 

FINDINGS  Al^  TO  THE  FACTS. 

Pabaobafh  1.  That  the  respondent,  the  Orleans  Iron  Works 
(Inc.)y  is  a  corporation  organized  and  existing  under  the  laws  of  the 
State  of  Louisiana,  with  its  principal  office  and  place  of  business  in 
the  city  of  New  Orleans,  State  of  Louisiana,  and  is  now  and  at  all 
times  hereinafter  mentioned  has  been  engaged  in  the  business  of 
repairing  and  furnishing  repair  parts  for  ships  which  reach  the  port 
of  New  Orleans  while  engaged  in  the  transportation  of  passengers 
and  cargoes  between  ports  in  the  various  States  of  the  United  States 
and  of  the  United  States  and  foreign  nations,  said  business  being 
conducted  in  direct  competition  with  other  persons,  partnerships, 
and  corporations  similarly  engaged;  that  the  respondent  carries  or 
causes  to  be  carried  aboard  such  vessels  so  engaged  materials  and 
repair  parts  and  sends  its  employees  aboard  such  vessels  to  install 
such  parts  and  make  such  repairs  thereon  as  may  be  required  by 
such  vessel  owners. 

Pab.  2.  That  the  respondent  in  the  course  of  its  business  as  de- 
scribed in  paragraph  1  hereof,  since  March  1,  1920,  has  given  to 
captains,  engineers,  and  other  employees  of  vessels  reaching  the  port 
of  New  Orleans,  without  the  knowledge  or  consent  of  their  employers 
and  without  other  consideration  therefor,  valuable  gifts,  cash  com- 
missions, and  other  gratuities  to  induce  such  officers  and  employees 
to  have  the  ships  opiated  by  them  for  the  owners  thereof  repaired 
and  repair  parts  for  same  furnished  by  the  respondent;  that  the  value 
of  such  gifts,  cash  commissions,  and  gratuities  so  given  by  the 
respondent  aggregated  in  the  first  six  months  of  its  business  approxi- 
mately $1,650;  and  that  as  a  result  of  the  giving  of  such  gifts,  cash 
commissions,  and  gratuities,  respondent  added  to  its  cost  of  doing 
business  and  was  compelled  to  and  did  add  to  a  fair  charge  for  its 
services  an  amount  approximating  Sl,650|  which  is  in  addition  to  a 
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fair  charge  for  such  services,  and  which  additional  amount  the 
customers  of  the  respondent,  and  eventually  the  public,  must  pay. 

CONCLUSION. 

The  practices  of  ike  said  respondent,  under  the  conditions  and 
circumstances  described  in  the  foregoing  findings,  are  unfair  methods 
of  competition  in  interstate  and  foreign  conunerce  and  constitute  a 
violation  of  the  act  of  Congress  approved  September  26,  1914, 
entitled  ''An  act  to  create  a  Federal  Trade  Commission,  to  define 
its  powers  and  duties,  and  for  other  purposes." 

ORDEB  TO   CEASE   AND  DESIST. 

This  proceeding  having  been  heard  by  the  Federal  Trade  Commis- 
sion upon  the  complaint  of  the  Commission,  the  answer  of  the  respond- 
ent, and  an  agreed  statement  of  facts,  and  the  Commission  having 
made  its  findings  as  to  the  facts  with  its  conclusion  that  the  respondent 
has  violated  the  provisions  of  the  act  of  Congress  approved  Septem- 
ber 26,  1914,  entitled  ''An  act  to  create  a  Federal  Trade  Commission, 
to  define  its  powers  and  duties,  and  for  other  purposes," 

It  is  ordered,  That  the  respondent,  the  Orleans  Iron  Works  (Inc.), 
and  its  officers,  directors,  agents,  servants,  and  employees  cease  and 
desist  from  directly  or  indirectly  giving  to  captains  and  other  officers 
and  employees  of  vessels,  valuable  gifts,  cash  commissions,  and 
gratuities  as  an  inducement  to  have  the  ships  operated  by  them  for 
the  owners  thereof  repaired  and  repair  parts  for  same  furnished  by 
the  respondent. 

It  18  further  ordered,  That  the  respondent,  within  60  days  after  the 
date  of  service  upon  it  of  this  order,  ffie  with  the  Commission  a  report 
in  writing  setting  forth  in  detail  the  manner  and  form  in  which  it 
has  complied  with  the  order  to  cease  and  desist  hereinbefore  set 
forth. 

74636'— 22 ^28 
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AvrtSrVmix  I. 

ACTS  OF  C0N6RKSS  FROM  WHICH  THE  COM- 
MISSION DERIVES  ITS  POWERS,  WITH  ANNO- 
TATIONS. 


FEDERAL  TRADE  COMMISSION  ACT.* 

[AppjroTed  Sei^t.  20,  1014.] 

[PuBmo — ^No.  203 — 68d  Cokgkbss.] 

[H.  R.  16618.1 

▲N  ACT  To  create  a  Federal  Trade  CommiMleii,  to  define  Ita  power*  aad 

duties,  and  for  other  porpoaea. 

Sec  1.  CREATION  AND  ESTABLISHMENT  QF  THE  COM- 

mssioN. 

Be  it  enacted  by  the  Senate  and  House  of  Representa- 
tives of  the  United  States  of  America  in  Congress  as- 
sembledy  That  a  commission  is  hereby  created  and  estab- 
lished, to  be  known  as  the  Federal  Trade  Commission 
(hereinafter  referred  to  as  the  commission) ,  which  shall 
be  composed  of  five  commissioners,  who  shall  be  appointed  .^  J*JJ,g     ^ 
by  the  President,  by  and  with  the  advice  and  consent  of  J^^jJ^  ^  ^HSi 
the  Senate.    Not  more  than  three  of  the  commissioners  JJSi  '^n  t£ei 
shall  be  members  of  the  same  political  party.    The  first  gJSa  pS^.  ^ 
commissioners  appointed  shall  continue  in  office  for  terms 
of  three,  four,  five,  six,  and  seven  years,  respectively, 
from  the  date  of  the  taking  effect  of  this  Act,  the  term  of 

*■  It  ehonld  be  noted  tliat  tho  jorledlctloii  of  the  Commlaalon  Is  llmltad 
bj  the  ''Packera  and  BtodTttrds  Act  1921,**  approved  Anr.  16,  1021, 
Ch.  «4,  42  Stat.,  169,  sec.  406  of  said  Act  proridtn^  that  "  on  and  after  the 
enactment  of  this  Act  and  so  long  aa  H.  remalBS  In  effect  the  Federal 
Trade  CoDunisalon  thaU  have  no  power  or  jnrlsdlctlott  so  far  aa  relating 
to  any  matter  whldi  by  this  Act  Is  made  aabjeet  to  the  jorlsdictton  of  the 
Seeretary  [of  Agrleoltore)  except  In  eases  In  which,  before  the  enactment 
of  thia  Act,  complaint  haa  been  serred  under  see  6  of  the  Act,  entitled 
*  An  Act  to  create  a  Federal  Trade  Commission,  to  define  its  powers  and 
dntles,  and  for  other  purposes/  approred  Sept.  26,  1014,  or  under  sec  11 
of  the  Act,  entitled  '  An  Act  to  supplement  ezlatinf  lawn  aiainst  nnlawftal 
rsstralnts  and  monopcrtiesb  and  ftnr  other  pofpeesa,'  approved  Oct  18, 

439 
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See.  1.  CREATION  AND  BSTABLISHMENT  OF  THB  COM- 
MISSION—Continued. 

each  to  be  designated  by  the  President,  but  their  succes- 
y««/"'  ■*^*°sors  shall  be  appointed  for  terms  of  seven  years,  except 

that  any  person  cl\osen  to  fill  a  vacancy  shall  be  appointed 
only  for  the  unexpired  term  of  the  commissioner  whom  he 
cboMn'Ibj'rani^  shall  succeed.    The  conunission  shall  choose  a  chairman 
miodoo.  f  roin  its  own  membership.    No  commissioner  shall  engage 

bJriSI2II**proSb' in  any  other  business,  vocation,  or  employment.    Any 
***R*emoTAi  by  commissioner  may  be  removed  by  the  President  for  in- 
Prcstdent         efficiency,  neglect  of  duty,  or  malfeasance  in  office.    A 
Vacancy  not  to  vacancv  in  the  commission  shall  not  impair  the  right  of 

impair     ezerdaa  •'  ,  .  i  • 

of  poirtra  by  re-  the  remaining  commissioners  to  exercise  all  the  powers  of 
■ionera.  the  commissiou. 

notSd.^''^*^**"'     The -commission  shall  have  an  official  seal,  which  shall 
be  judicially  noticed. 

Sec  2.  SALARIES.  SECRETARY.  OTHER  EMPLOYEES. 
EXPENSES  OF  THE  COMMISSION.    OFFICES. 

8a£ry°$iS  000**     ^^^'  ^'  ^^^^  ®*^^  commissioncr  shall  receive  a  salary  of 

$10,000  a  year,  payable  in  the  same  manner  as  the  salaries 
of  the  judges  of  the  courts  of  the  United  States.  The 
^^^^J"*™«^f I  commission  shall  appoint  a  secretary,  who  shall  receive 
ary,  $6,000.  ^  Salary  of  $6,000  a  year,  payable  in  like  manner,  and  it 
pioywi*8aUri»^^^^  havc  authority  to  employ  and  fix  the  compensation 
^  by  oommia.  ^f  gu^h  attomeys,  special  experts,  examiners^  clerks,  and 

other  employees  as  it  may  from  time  to  time  find  neces- 
sary for  the  proper  performance  of  its  duties  and  as  may 
be  from  time  to  time  appropriated  for  by  Congress. 

1914,  BDd  except  when  the  Secrettry  of  Agrlcoltare,  in  the  ezerdee  of  his 
duties  hereunder,  ehall  request  of  the  said  Federal  Trade  Commission  that 
it  make  inyeetigations  and  report  in  any  case." 

The  annotations  are  from  decisions  handed  down  before  July  1,  1921,  on 
petitions  to  reylew  orders  of  the  Commission,  with  the  exception  of 
NulomoUne  and  T.  C,  Burst  cases,  in  which  it  was  sought  to  restrain  the 
Commission  from  proceeding  under  sec.  5,  of  the  Basio  Froduott  cane,  a 
mandamus  proceeding  instituted  at  the  instance  of  the  Commission  to 
con4>el  the  submission  of  infornuttlon  called  for  Igy  It  under  sec.  d;  and 
the  Maynmrd  Coal  Co.  case,  in  which  the  companies  sought  to  enjoin  the 
Commission  from  enforcing  compliance  with  requests  made  under  said 
section,  and  also  with  the  exception  of  annotations  at  the  end  of  the 
Act  bearing  In  a  general  way  on  the  question  of  resale  price  maintenance. 

With  respect  to  the  decisions  on  petitions  to  reriew,  It  should  be  noted 
that  the  cases  of  Beeoh^Nut  PbcMh/o  Co.  ▼.  Foderal  Trade  OomwUawiwi^ 
264  Fed.  886;  CuriU  PuhU9lUng  Co,  t.  Fadoral  Trade  OommUHon,  270 
Fed.  881,  and  Wimeted  Hoeiery  Co,  r,  Fedena  Trade  CommiaHon,  272 
Fed.  957,  are  pending  on  appeal  In  the  Soprome  Court,  petitions  fbr 
certiorari  haying  been  granted  In  said  cases. 

With  respect  to  the  Baeie  Prodmote  and  Mavmard  CMI  Os.  caaes^  tn- 
TOlTlng  the  requiring  of  reports  by  the  Commission  under  sec.  6,  under 
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With  the  ezeeptkm  of  the  secretary,  a  clerk  to  each^««P*^<*»®^ 
commissioner,  the  attorneys,  and  such  special  experts  andliS"^^  ^^IS 
examiners  as  the  commission  may  from  time  to  time  fii^d^J^  2^m' 
necessary  for  the  conduct  of  its  work,  all  employees  of  the°^*"*®"  ■^•y  *"1 
commission  shall  be  a  part  of  the  classified  civil  wrvice,JJ*g22?ed  ^ 
and  shall  enter  the  service  under  such  rules  and  regula-^^ 
tions  as  may  be  prescribed  by  the  commission  and  by  the 
Civil  Service  Commission. 

All  of  the  expenses  of  the  commission,  including  allcoVJ^on'^- 
necessary  expenses  for  transportation  incurred  by  theon^^px^ti^n 
commissioners  or  by  their  employees  under  their  orders^pityr^^d^^Tmiim 
in  making  any  investigation,  or  upon  official  business  in 
any  other  places  than  in  the  city  of  Washington,  shall  be 
allowed  and  paid  on  the  presentation  of  itemized  vouch- 
ers therefor  approved  by  the  commission. 

Until  otherwise  provided  by  law,  the  commission  xnay^^^J'JiiSbit 
rent  suitable  offices  for  its  use.  ***^ 

The  Auditor  for  the  State  and  Other  Departments  shallcomiff^'*  **  **" 
receive  and  examine  all  accounts  of  expenditures  of  the 
commission. 

the  drcumitaiiGes  Uiera  concerned.  It  should  be  noted  wltli  respect  to  the 
general  question  Inyolred,  that  after  decision  in  the  case  last  referred  to 
(on  motion  for  temporary  injunction  restraining  the  Commission  from 
requiring  reports  under  sec.  6),  a  temporary  injunction  restraining  the 
Commission  from  requiring  such  reports  was  secured  from  the  Supreme 
Court  of  the  Diatrict  of  Columbia  in  the  case  of  CtiHre  Fumees  Co.  et  el. 
T.  i^edensl  Trade  OommUH^m  (June  19,  1920.  No  opinion)  ;  that  such 
injunction  also  had  the  effect  of  staying  certain  mandamus  proceedings 
asalnst  two  of  the  petitioners  in  the  Claire  Furnace  case,  theretofore 
Instituted  by  the  Attorney  General  under  sec.  9,  at  the  request  of  the 
Commission,  to  compel  the  companies  in  the  two  cases  to  file  reports 
preriously  demanded  under  sec.  6  {Vnited  Btatee  t.  Bethlehem  Steel  Co,, 
petition  filed  June  4,  1920,  Eastern  District  of  Pennsylvania,,  and  United 
States  T.  Hepuhhe  Iran  and  StetA  Co.,  petition  tied  June  7,  1920,  District 
of  New  Jersey) ;  that  the  answer  ef  the  Commisslen  in  the  Claire  Fumaoe 
case  prayed  in  the  altematlTe  form  that  (1)  the  bill  be  dismissed;  that 
(2)  the  bill  be  dismissed  as  to  the  two  petitioners  abore  referred  to  (the 
defendants  in  the  two  mandamus  proceedings)  ;  that  (8)  the  temporary 
restraining  order  and  preliminary  injunction  be  modified  so  as  to  clearly 
exclude  the  prosecutiott  of  such  mandamus  proceedings  by  the  Attorney 
General  against  the  two  defendants ;  and  that  as  of  June  80,  1921,  neither 
the  Jfo^nafif  Coai  ease^  CMre  Fnmaee  caes,  nor  mandamus  proceedlngn 
have  been,  heard. 

In  connection  with  the  history  in  Congress  of  the  Federal  Trade  Com- 
mission Act,  see  address  of  President  ^Ison  dellTered  at  a  Joint  session 
on  Jan.  20,  1914  (Congresslonel  B^gord,  toI.  61,  pt  2,  pp.  1992-1904, 
03d  Cong.,  2d  sees.)  ;  report  of  Senator  Cummins  firom  the  Committee  on 
Interetate  Commerce  en  Control  of  Corporationsi  Persons,  and  Firms  en- 
gaged in  Interstate  Commerce  (FeU  20,  1918,  68d  Con^.,  8d  seas.,  Bept. 
No.  1820) ;  Hearings  on  Interstate  Trade  Commission  before  (Committee 
on  Interstate  and  Foreign  Commerce  of  the  House,  Jan.  80  to  Feb.  10, 
1014,  03d  Cong.,  2d  seas. ;  Interstate  Trade,  Hearings  on  Bills  rebttlng  to 
Tmst  Legislation  before  Senate  Committee  on  Interstate  Commerce^  2 
TOlSL,  08d  Cong.,  2d  seas. ;  report  of  Mr.  GoTlnffton  fkom  the  House  Com- 
mittee on  Interstate  and  Foreign  Commeroe  en  Interstnte  Trade  Commie- 
slon  (Apr.  14,  1914»  OSd  Conff.,  2d  sess.,  Bept  No.  688)  ;  also  parts  2 
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Sec  8.  BUBEAU  OF  CORPORATIONS.    OFFIGB  OF  THE 
COMMISSION.    PROSECUTION  OF  INQUIRIES. 

Bureau  of  Oor-     Sec.  8,  That  UDon  the  oriranization  of  the  commission 
■orbed  by  Com-  and  election  of  its  chairman,  the  Bureau  of  Corporations 

and  the  offices  of  Commissioner  and  Deputy  Commis- 
sioner of  Corporations  shall  cease  to  exist;  and  all  pend- 
ing investigations  and  proceedings  of  the  Bureau  of  Cor- 
porations shall  be  continued  by  the  commission. 
piojii'^liorSIi     -^  clerks  and  employees  of  the  said  bureau  shall  be 
•*pp?opiSffo2L' ^^^^'^^^^'^  *^  ^^^  become  clerks  and  employees  of  the 
*J^»5J[j^  ^commission  at  their  present  grades  and  salaries.     All 

records,  papers,  and  property  of  the  said  bureau  shall 
become  records,  papers,  and  property  of  the  commission, 
and  all  unexpended  funds  and  appropriations  for  the  use 
and  maintenance  of  the  said  bureau,  including  any  allot- 
ment already  made  to  it  by  the  Secretary  of  Commerce 
from  the  contingent  appropriation  for  the  Department 
of  Commerce  for  the  fiscal  year  nineteen  hundred  and 
fifteen,  or  from  the  departmental  printing  fund  for  the 
fiscal  year  nineteen  hundred  and  fifteen,  shall  become 
funds  and  appropriations  available  to  be  expended  by 
the  commission  in  the  exercise  of  the  powers,  authority, 
and  duties  conferred  on  it  by  this  Act. 


and  8  of  said  report  presentlDs  the  minority  Ylews  reapectlTely  of  M4 
Steyens  and  I^afferty ;  report  of  Senator  Newlanda  from  the  Committee 
oil  Interstate  Commerce  on  Federal  Trade  CommlnriMi  (June  18,  1914,  63d 
(V)ng.,  2d  aees.,  RepL  No.  597)  and  debatee  and  apeechea,  amons  others, 
of  Congreaamen  CoTlngton  for  (refereneea  to  Congreaalonal  Record.  63d 
Cong.,  2d  aeaa..  toL  61),  part  9,  i^.  8840-8849;  9068;  14926-14888  (part 
15) ;  Dickinson  for,  part  9,  pp.  9189-8190;  Mana  acalnat,  part  16,  pp. 
14939-14940 ;  Morgan,  part  9.  8854-8857,  906S-8084,  14841-14843  (part 
16) ;  Sims  for,  14940-14941 ;  Sterena  of  N.  H.  Cor.  9068  (part  9)  ; 
14941  (part  16) ;  Steveaa  ^  Minn,  far,  8849  8868  (part  9) ;  14983- 
14989  (part  15) ;  and  of  Seaatora  Borah  agalnat.  1118(^11189  (pari  11)  ; 
11232-11237.  11298-11302,  11600-11601  (part  18)  ;  Brand«ee  againat* 
12217-12218,  12220-12222,  12261-12262,  18410-12411,  12792-12804  (part 
13),  13103-13106,  13299-18801;  Clapp  against,  11878-11878  (part  12>, 
13061-13065  (part  13),  18143-18146,  18301-18302 :  Cnauilna  for.  1U02- 
11106  (part  11).  11379-11389.  11447-11468  (part  12),  11528-11639, 
12S78-12876  (part  13),  12912-18924,  18987-18998,  18046-18062,  14703- 
14770  (part  16) ;  Hollls  for,  11177-11180  (part  11),  12141-12149  (part 
12).  12151-12162:  Kenyan  f^r,  1816fr-18160  (part  18);  Lewis  for, 
11302-11307  (part  11).  12924-12988  (part  18) ;  Uppit  against,  11111-- 
11112  (part  11),  13210-18219  (part  18) ;  Mawlaads  for,  9980  (part  lO), 
10S76-10878  (part  11),  11081-111*01,  U106-11118.  11594-11697  (part 
12) :  Pomerene  far,  12870-12873  (part  18),  12998-18996»  1810^18103; 
Reed  against.  1111^11116  (part  11),  11874-U876  (part  12),  12022- 
12029,  12160-12161,  12539-12661  (part  18),  12983-12989,  18224-13234, 
14787-14791  (part  15):  BaUaaea  for,  11107  (part  11),  11228-11232; 
Saulsborjr  for,  11186,  11691-11694  (part  12) ;  ShMds  against,  18056- 
18061  (part  18),  18146-18148;  Satherlaad  aflaiast;  11601-11604  (part 
12);  12806-42817  (pari  18),  12866-12868,  12980-12986.  18056-13066, 
13109-18111 ;  ThOBMa  acalast;  1U81-11186  (paft  U),  11696  U680  (part 
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The  principal  office  of  the  commission  shall  be  in  the  ^  /^wiSSL^S 
city  of  Washington,  but  it  may  meet  and  exercise  all  its  ^  ^SSf*^ 
powers  at  any  otiier  place.  The  commission  may,  by  one  ^^'"^ 
or  m<Hre  of  its  members,  or  by  such  eautminers  as  it  may  »nJ?^LSSJ^^ 
designate,  proaecute  any  inquiry  necessary  to  its  duties  ^js£^  ^^ 
in  any  part  of  the  United  States. 

Sec  4.  DEFINITIONS. 

Sbc.  4.  That  the  words  defined  in  this  section  shall 
have  the  following  meaning  when  found  in  this  Act,  to 
wit : 

"Commerce"  means  commerce  among  the  several  "Oommerce.- 
States  or  with  .foreign  nations,  or  in  any  Territory  of 
the  United  States  or  in  the  District  of  Columbia,  or  be- 
tween any  such  Territory  and  another,  or  between  any 
such  Territory  and  any  State  or  foreign  nation,  or  be- 
tween the  District  of  Columbia  and  any  State  or  Terri- 
tory or  foreign  nation. 

"Corporation"  means  any  company  or  association  in-  "OoiporaUon." 
corporated  or  unincorporated,  which  is  organized  to  carry 
on  business  for  profit  and  has  shares  of  capital  or  capital 
stock,  and  any  company  or  association,  incorporated  or 
unincorporated,  without  shares  of  capital  or  capital  stock, 
except  partnerships,  which  is  organized  to  carry  on  busi- 
ness for  its  own  profit  or  that  of  its  members. 

"  Documentary  evidence  "  means  all  documents,  papers,    **  Docmneaury 
and  correspondence  in  existence  at  and  after  the  passage 
of  this  Act. 

12),   12862->12869    (part   18),   1297S-12080;   TonrsBend   against,   11870- 
11872  (part  12) ;  and  Walsh  for,  18052-.18054  (part  18). 

Bee  also  Letters  from  the  Interstate  Coamerce  Commlsston  to  the 
chairman  of  the  Committee  on  Interstate  Commerce,  sobmlttlag  certain 
■onrestlons  to  the  bill  creating  an  Interstate  Trade  Commission,  the  first 
being  a  letter  from  Hon.  C.  A.  Pronty  dated  Apr.  9,  1914  (printed  for 
the  ose  of  the  Committee  on  Interstate  Commerce,  68d  Cong.,  2d  sees.) ; 
letter  from  the  Commissioner  of  Corporations  io  the  dialrman  of  the 
CoBEimlttee  on  Interstate  Commerce,  transmitting  certain  suggestions 
relaUTe  to  the  hftll  (H.  R.  15618)  to  create  a  Federal  Trade  Commission, 
first  letter  dated  Joly  8,  1914  (printed  for  the  use  of  the  Committee  on 
Interstate  Commerce,  63d  Cong.,  2d  sees.) ;  brief  bj  the  Bnreao  of  (Cor- 
porations, relative  to  sec.  5  of  the  bill  (H.  B.  16618)  to  create  a 
Federal  Trade  Commission,  dated  Aog.  20,  1914  (printed  for  the  use  of 
the  (3ommittee  on  Interstate  Commerce,  68d  Cong.,  2d  sessi) ;  brief  by 
George  Boblee  relative  to  the  coort  rerlew  In  the  bill  (H.  R.  16618)  to 
creste  a  Federal  Trade  Commission,  dated  Aug.  26,  1914  (printed  for  the 
use  of  the  Committee  on  Interstate  Commerce^  6841  Cong*,  2d  sees.) ;  and 
dissenting  opinion  of  Justice  Brandeis  in  federal  IVeds  Oosisilftion  t. 
Oratg,  268  U.  S.  421,  429-^42.  (See  case  also  in  Vol.  II  of  Commit- 
sloB's  Decisions,  p.  564  at  pp.  570-579,  or  In  1920  "Acts  from  which 
the  Commission,*'  etc,  p.  98  at  pp.  104-118.) 
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See.  4.  DEFINITIONS— Continaed. 


uu^^mJS?'  '*  -^^^  ^  regulate  commerce  "  means  the  Act  entitled 
''An  Act  to  regulate  commerce,"  approved  February  four* 
teenth,  eighteen  hundred  and  eighty-seyen,  and  all  Acts 
amendatory  thereof  and  supplementary  thereto. 

^^A»titruit  «  Antitrust  acts"  means  the  Act  ^titled  "  An  Act  to 
protect  trade  and  commerce  against  unlawful  restraints 
and  monopolies,"  approved  July  second,  eighteen  hun- 
dred and  ninety; ^«  also  the  sections  seventy-three  to 
seventy-seven,  inclusive,  of  an  Act  entitled  ^  An  Act  to 
reduce  taxation,  to  provide  revenue  for  the  Oovemment, 
and  for  other  purposes,"  approved  August  twenty- 
seventh,  eighteen  hundred  and  ninety-four;  and  also  the 
Act  entitled ''  An  Act  to  amend  sections  seventy-three  and 
seventy-six  of  the  Act  of  August  twenty-seventh,  eighteen 
hundred  and  ninety-four,  entitled '  An  Act  to  reduce  taxa- 
tion, to  provide  revenue  for  the  Government,  and  for 
other  purposes,'"  approved  February  twelfth,  nineteen 
hundred  and  thirteen. 

▲NNOTATIONa 

** coapoRATiOK **  —  UKIKCOBPO-    coiporatloiis    can    escape    re- 

?-If7«^S[^Tl?iJI2La*^"  "traint,    under    the   Act.   from 

combining  in  the  uee  of  unfair 

1.  ••  *   •   •  The  Harness  Man-  methods  of  competition,  merely 

ufacturers*  Association  is  a  vol-  because  they  employ  as  a  me- 

untary,  unincorporated  associa-  dium    therefor    an    unincorpo- 

tion  and  thus   without  capital  rated,     voluntary     asaociatioii, 

stock.     It  is  not  itself  engaged  without  capital  and  not  itsdf 

in    business.      Petitioner    con-  engaged    in    commercial    bosi- 

tends  that  it  therefore  is  not  ness."      Nat'L    Harnett    Mfn. 

within  the  Act.    *    *    *     The  Ati'n.  t.  Federal   Trade  Cam- 

language  of  the  Act  affords  no  misiion,  Dec  7,  1920,  268  Fed. 

support   for   the   thought    that  705,708,709..  (See  case  in  this 

individuals,    partnerships,    and  volume,  p.  570  at  575.) 

Sec  5.  UNFAIR  COMPETITION.  CX)MPLAINTS»  FIND- 
IN6S»  AND  ORDERS  OF  COMMISSION.  APPEALS. 
SERVICE.' 

un^r  methods     Seg.  5.  That  Unfair  methods  of  competition  in  com- 
merce are  hereby  declared  unlawfuL 

coniidHioa  to  The  commission  is  hereby  empowered  and  directed  to 
udoMUM>lf^pre^ei^t  persons,  partnerships,  or  oorporations,  except 
ricn  acnuod.    f^imj^g^  m^j  common  carriem  subject  to  the  Acts  to  regu- 


*  •  For  text  of  Sherman  Act,  see  footaotc  on  pp.  48S-485w 
•JnrtadlctlDii  of  0>mmhBilon  udcr  tU«  Mcttoa  Umlted  tsf  sec  406  of 

tile  **  Packen  and  StodETmrdi  Act,  IMl,*-  mpprovcd  Aug.  IS.  1921.  ch.  64. 

42  Stat,  16S.    Baa  Int  paxafiapii  of  footBote  «•  ».  419. 
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late  6oiiiineroe,  from  using  unfair  methods  of  competition 
in  commerce. 

Whenever  the  commission  shall  have  reason  to  believe  |J2S™cSSpuiS 
that«  any  such  perscm,  partnership,  or  corporation  has  J^^  ii'liS 
been  or  is  using  any  unfair  method  of  ccnnpetition  in  ^  votius  irt«r. 
commerce,  and  if  it  diall  appear  to  the  connnission  that 
a  proceeding  by  it  in  respect  thereof  would  be  to  the  in- 
terest of  the. public,  it  shall  issue  and  serve  upon  such  per-  oii^e*J75S!J 
son,  partnership,  or  corporation  a  complaint  stating  its  SJiriJ^."*****  •' 
charges  in  that  respect,  and  containing  a  notice  of  a 
hearing  upon  a  day  and  at  a  place  therein  fixed  at  least 
thirty  days  after  the  service  of  said  complaint.    The  per- 
son, partnership,  or  corporation  so  complained  of  shall  ^^^w*^^^ 
have  the  ri^t  to  appear  at  the  place  and  time  so  fixed  g^  ^  '^'^ 
and  show  cause  why  an  order  should  not  be  entered  by 
the  commission  requiring  such  person,  partnership,  or 
corporation  to  cease  and  desist  frcHn  the  violation  of  the 
law  so  charged  in  said  complaint.    Any  person,  partner-  iow^d^oi**^3i^ 
ship,  or  corporation  may  make  application,  and  upon<^*^o"  ^^  ii^>^ 

pood  cause  shown  may  be  allowed  by  the  commission,  to 
Uitervene  and  appear  in  said  proceeding  by  counsel  or  in 

person.  The  testimony  in  any  such  proceeding  shall  be  Toumoiqr  to 
reduced  to  writing  and  filed  in  the  office  of  the  commis-  writiiv  and  filed. 
sion.  If  upon  such  hearing  the  commission  shall  be  of 
the  opinion  that  the  method  of  competition  in  question  is  n  method  pro- 
prohibited  by  this  Act,  it  shall  make  a  report  in  writing  •  i o  n  'to  make 
in  which  it  shall  state  its  findings  as  to  the  facts,  and  shall  lltatii«*fliidiSffi, 
issue  and  cause  to  be  served  on  such  person,  partnership,  •  e  r  ▼  e  order  to 

.  •  «  m  ccaBc  and  desist 

or  corporation  an  order  requiring  such  person,  partner-  on  reqwndent. 
ship,  or  corporation  to  cease  and  desist  from  using  such 
method  of  competition.    Until  a  transcript  of  the  record    Modification  or 
in  such  hearing  shall  have  been  filed  in  a  circuit  court  of  the  commi»ion 
appeals  of  the  United  States,  as  hereinafter  provided,  the  ^      ^  ^' 
commission  may  at  any  time,  upon  such  notice  and  in  such 
manner  as  it  shall  deem  proper,  modify  or  set  aside,  in 
whole  or  in  part,  any  report  or  any  order  made  or  issued 
by  it  under  this  section. 

If  sucl:  person,  partnership,  or  corporation  fails  or  orto!!**?^!?^' 
neglects  to  obey  such  order  of  the  commission  while  ihe  *gj^  ^,  ^J^ 
same  is  in  effect,  the  commission  may  apply  to  the  cir-  ^^  oomaSmSMT 
cuit  court  of  appeals  of  the  United  States,  within  any 
circuit  where  the  method  of  competition  in  question  was 
used  or  where  such  person,  partnership,  or  corporation 
resides  or  carries  on  business,  for  the  enforcement  of 
its  order,  and  shall  certify  and  file  with  its  applica- 
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Sec  6.  UNFAIR  COMPBTITION.    GOMPLAINTB,  FIND- 
INGS,    AND     ORDERS     OF     COMMISSION.     APPEALS. 

SERVICE— Gontlniied. 

tion  a  transcript  of  the  entire  record  in  the  proceeding, 
including  all  the  testimony  taken  and  the  report  and 
c<mrt^^  noSm  to  ^^^^^  ^^  ^^  commission.    Upon  such  filing  of  the  appli- 
c7?r^ni£«  <^^i<»^  i^d  transcript  the  court  shall  cause  notice  thereof 
tKg"M3t"o»^  be  served  upon  such  person,  partnership,  or  corpora- 
miHioa'a  onkr.  ^qj^  guj  thereupon  shall  have  jurisdiction  of  the  proceed- 
ing and  of  the  question  determined  therein,  and  shaU 
have  power  to  make  and  enter  upon  the  pleadings,  testi- 
mony, and  proceedings  set  forth  in  such  transcript  a  de- 
cree affirming,  modifying,  or  setting  aside  the  order  of  the 
^J§j*^™^l^a!  conmiission.    The  findings  of  the  commission  as  to  the 
by*tMtiS2!Sr^ '*^*®9  if  supported  by  testimony,  shall  be  conclusive. 
dldu^Md* f^'  ^^  ®i^®r  party  shall  apply  to  the  court  for  leave  to  adduce 
depce,  if  reuoD-  additional  evidence,  and  shall  show  to  the  satisfaction 

able  froundi  *•«■     ^    .  -  S        i  i«  •         i        •  i  •  •    «  <■ 

fattun  to  adduce  of  the  court  that  such  additional  evidence  is  material  and 

tBerttofore. 

that  there  were  reasonable  grounds  for  the  failure  to 

adduce  such  evidence  in  the  proceeding  before  the  com- 

Maj  b*  taken  mission,  the  court  may  order  such  additional  evidence 

before     Oonmiii*  .  , 

■ioB^  to  be  taken  before  the  commission  and  to  be  adduced  upon 

the  hearing  in  such  maimer  and  upon  such  terms  and  con- 

o o  m  m  i  ■  iton  ditions  as  to  the  court  may  seem  proper.   The  commission 

modified  ^^^^ffJntij  modify  its  findings  as  to  the  facts,  or  make  new 
findings,  by  reason  of  the  additional  evidence  so  taken, 
and  it  shall  file  such  modified  or  new  findings,  which,  if 
supported  by  testimony,  shall  be  Conclusive,  and  its  recom- 
mendation, if  any,  for  the  modification  or  setting  aside 
of  its  original  order,  with  the  return  of  sudi  additional 
jtiii^eDt  and  evidsuce.    The  judgment  and  decree  of  the  court  shall  be 

T^i^  npon  oer*  final,  exoept  that  the  same  shall  be  subject  to  review  by 

wise  t^.        the  Supreme  Court  upon  certiorari  as  provided  in  section 
two  hundred  and  forty  of  the  Judicial  Code. 
^Srt  "to'  Jt     ^^7  P«^rty  required  by  such  order  of  the  commission  to 

^  ^  *  \Jd^riJt  ^^^"^^  "^^  desist  from  using  such  method  of  competition 
may  obtain  a  review  of  such  order  in  said  circuit  court 
of  appeals  by  filing  in  the  court  a  written  petition  pray- 
ing that  the  order  of  the  commission  be  set  aside.  A  cc^y 
lb  ba  MTTtd  of  such  petition  shell  be  forthwith  served  upon  the  com- 
mission, and  theraupon  the  commission  forthwith  diall 
certify  and  file  in  the  court  a  transcript  of  the  record  as 
hereinbefore  provided*   Upon  the  filing  of  the  transcript 
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the  conrt  shall  have  the  same  jmrlBdiotion  to  affirm,  set  oo5t*Sf  a^pUu 
aside,  or  modify  the  order  of  the  commission  as  in  the  case  SSSn^b "  *5?m^ 
of  an  application  by  the  eonmiission  for  the  enforcement  minion.  aD«i 

of  its  order,  and  the  findings  of  the  commission  as  to  the  flmungs  dmiiariv 
facts,  if  supported  by  testimony,  shall  in  like  manner  be  ~ 
conclusive. 

The  jurisdiction  of  the  circuit  court  of  appeals  of  the  ooSt*SSSSve!*' 
United  States  to  enforce,  set  aside,  or  modify  orders  of 
the  commission  shall  be  exclusive. 

Such  proceedings  in  the  circuit  court  of  appeals  shall  haJlT^prMeSeiiM 
be  given  precedence  over  other  cases  pending  therein.  °^^  ^^^  <**»• 
and  shall  be  in  every  way  expedited.    No  order  of  the 
commission  or  judgment  of  the  court  to  enforce  the  same 
shall  in  any  wise  relieve  or  absolve  any  person,  pa'rtner-^J^jJfl{^^a»jBj 
ship,  or  corporation  from  any  liability  under  the  antitrust  ">t  affected. 
acts. 

Complaints,  orders,  and  other  processes  of  the  commis-  ^iS^X^*^^^' 
sion  under  this  section  may  be  served  by  anyone  dulvP^f*"*«»  or^en, 

,      ,•'  ,  .  a"**   other   proc- 

authorized  by  the  commission,  either  (a)  by  delivering 
a  copy  thereof  to  the  person  to  be  served,  or  to  a  member 
of  the  partnership  to  be  served,  or  to  the  president,  sec- 
retary, or  other  executive  officer  or  a  director  of  the  cor- 
poration to  be  served;  or  (b)  by  leaving  a  copy  thereof 
at  the  principal  office  or  place  of  business  of  such  person, 
partnership,  or  corporation;  or  (c)  by  registering  andnuuf   p«fi»tered 
mailing  a  copy  thereof  addressed  to  such  person,  part- 
nership, or  corporation  at  his  or  its  principal  office  or 
place  of  business.    The  verified  return  by  the  person  so  |,y^^;J^„  tSSr" 
serving  said  complaint,  order,  or  other  process  setting  ^^"4  rSSptl 
forth  the  manner  of  said  service  shall  be  proof  of  the  "*"*®'  **'  ■•mco. 
same,  and  the  return  post-office  receipt  for  said  complaint, 
order,  or  other  process  registered  and  mailed  as  afore- 
said i^all  be  proof  of  the  service  of  the  same. 


Penonal ;  w 


-  At  office  or 
place  of  bmi- 
or 


ANKOTATION8. 


2.  8.  *'0iifAlr  methods  of  oompetl- 
tlon"— In  generaL 

In  parttcnlar  casQi.    (Bef- 

erence  to  pari.  9-26.) 

—  Commercial  bribery.  (Bef- 
erence  to  para.  9,  10.) 

-^ —  Consplimciea  or  combliia- 
tlona  to  pnnlah  or  coeree. 
(Bef erence  to  par.  11.) 

—  Falie  aii4  mlsIeadlaK  ad- 
rertlalnf.  (Beferenee  to 
pan.  IS,  18.) 


2.  8. 


M 


Unfair  metb^s  of  competi- 
tion " — Continued. 

—  Free  foods  as  Inducement 
to  purchase.  (Beferenee  to 
par.  14.) 

—  Full  Une  fordnf.  (Bef- 
erenee to  pars.  15-21.) 

—  Misbranding  or  mislabel- 
Inff — Quality  or  composl- 
tloa— Commission  Jurisdic- 
tion. (Beferenee  to  par. 
62.) 
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ANNOTATIOlf 8»  raC  »--Coiitlnaed. 


2,  8.  "  Unfair  methods  of  eorapeti- 

tion  " — Continued. 
NondeceptioB 

of     trade.      (Reference     to 

par.  22.) 
4-6.  Monopolistic  tendency  or 


element. 
—  Passing 


off — Commission 
jurisdiction  as  distinguished 
from  common-law  Jurisdic* 
tion.  (Reference  to  par. 
62.) 

—  Prices    at    which     goods 
sold.      (Reference   to   pars. 
12»  18.) 
Public  interest. 

Order  based  on  prac- 
tice abandoned  before  com- 
plaint issued. 

—  Resale  price  maintenance. 
(Reference  to  par.  28.) 

Tying  or  ezdusiye  con- 
tracts or  leases.  (Refer- 
ence to  pars.  24,  25.) 

I.  Practices    in    particular    cases — 

Commercial    bribery  —  Gra- 
tuities. 
10. Money    and    gratui- 
ties. 

II.  Conspiracies  or  combina- 
tions to  punish  or  coerce 
objectionable  competitors. 

■  False  and  misleading  ad- 

vertising —  Disparaging  or 
misrepresenting  competitors' 
prices  and/or  products. 
(Reference  to  par.  12.) 

Misrepresent- 

Ing  methods  used.  (Refer- 
ence to  par.  12.) 

12, 13.   Misrepresenting 

prices. 

Misbranding  or  mis- 
labeling.   (Reference  to  par. 
22.) 
Free  goods  as  inducement 


88.  Indeflntteness. 

84.  Damages. 

85-87.  Injunctions  to  restrain  Com- 
mission from  proceeding- 
District  courts. 

88.  Interlocutory  orders. 

89.  Interstate  commerce — Contracts 

of  domestic  concerns  receir* 
ing  subject  matter  through 
interstate  commerce. 
—  Sales      initiated     and 


40--41. 


42. 
48. 


consummated  intrastate  by 
foreign  concern. 

-  Trade  associations. 

-  Unfair    methods    directly 


affecting. 
44.  Judicial  review — ^In  general. 

45-^8. Court's  powers. 

49.  Bffect    of    court    decision 

passing  on  practice  in  pri- 

Tate  litigation. 

—  Substantial  doubt. 

—  Tendencies  of  practices. 


14.  

to  purchase. 

15-21.  Full  line  forcing. 

22.  Misbranding  or  mislabel- 
ing—^-Quality  or  composi- 
tion— ^Nondec^tion  of  trade. 

28.  Resale  price  maintenance. 

24,  25.  — ^  Tying  or  exdusiye  con- 
tracts or  leases. 
Constitutionality — ^As  attempt- 
ing to  regulate  intra  as  well 
as  inter  state  commerce. 
(Reference  to  pars.  28,  29.) 

26-82.  As  combining  or  dele- 
gating leglsIatiTe,  ezecu- 
tlre,  and  Judicial  powers. 
—  As  Tiolating  due  process 
and  just  compensation  pro- 
Tisions.  (Reference  to  pars. 
26^2.) 


50.  - 

51.  - 
52-55.  Pleading. 
66-68.  Scope  in  general. 

64-66.  "That  the  findings  of  fact, 
if  supported  by  testimony, 
shall  be  conclusiTe.** 

67.  Unincorporated  Toluntary  asso- 
ciation not  directly  engaged 
in  business  —  Proceeding 
against 

••UHFAIR     HBTHODS     OF    GOKPni- 
TION'*— IN  GENERAL. 

See  also  post,  pars.  43-51,  56-63. 

2. "  The  words '  unfair  xnethod 
of  competition'  are  not  defined 
by  the  statute  and  their  exact 
meaning  is  in  dispute.  It  is  for 
the  courts,  not  the  Commission, 
ultimat^y  to  determine  as  a 
matter  of  law  what  they  in- 
clude. They  are  clearly  inap- 
plicable to  practices  never  here^ 
tof<Hre  regarded  as  opposed  to 
good  morals,  because  character- 
ized by  deception,  bad  faith, 
fraud,  or  oppression,  or  as 
against  public  policy,  because  of 
their  dangerous  tendency  un- 
duly to  hinder  competition  or 
create  monopoly.  The  Act  was 
certainly  not  intended  to  fetter 
free  and  fair  competition  as 
commonly  understood  and  prac- 
ticed by  honorable  opponents  in 
trade,'*   McReynolds,  J.,  in  Fei- 
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eral  Trade  CommisHon  y.  Oratz, 
June  7, 1920,  253  U.  S.,  421,  427. 
40  Sup.  Ct.  572,  575.  (See  case 
also  in  VoL  II  of  Commission's 
Decisions,  p.  584  at  p.  569,  or  In 
1920  "Acts  from  which  the  Com- 
mission," etc.,  p.  98  at  p.  103.) 

3.  "  Instead  of  undertaking  to 
define  what  practices  should  be 
deemed  unfair,  as  had  been 
done  in  earlier  legislation,  the 
Act  left  the  determination  to 
the  Commission.  Experience 
with  existing  laws  had  taught 
that  definition,  being  necessarily 
rigid,  would  prove  embarrassing 
and,  if  rigorously  applied, 
might  involye  great  hardship. 
Methods  of  competition  which 
would  be  unfair  in  one  industry, 
under  certain  circumstance, 
might,  when  adopted  in  an- 
other Industry,  or  even  in  the 
iMime  Industry,  under  different 
circumstances,  be  entirely  unob- 
jectionable. Furthermore,  an 
enumeration,  however  compre- 
hensive, of  existing  methods  of 
unfair  competition  must  neces- 
sarily soon  prove  incomplete,  as 
with  new  conditions  constantly 
arising  novel  unfair  methods 
would  be  devised  and  developed. 
♦  •  ♦  Recognizing  that  the 
question  whether  a  method  of 
competitive  practice  was  unfair 
would  ordinarily  depend  upon 
special  facts,  Congress  imposed 
upon  the  Commission  the  duty 
of  finding  the  facts;  and  it  de- 
clared that  findings  of  fact  so 
made  (If  duly  supported  by  evi- 
dence) were  to  be  taken  as  flnaL 
The  question  of  whether  the 
method  of  competition  pursued 
could,  on  those  facts,  reasonably 
be  held  by  the  Commission  to 
constitute  an  unfair  method  of 
comx>etitlon,  being  a  question  of 
law,  was  necessarily  left  open 
to  review  by  the  court."  Bran- 
dels,  J.,  dissenting  in  Federal 
Trade    CotnmUHon    v.    Oratz, 

T4636— 22 ^29 


June  7,  1920,  253  U.  S.,  421,  436, 
437,  40  Sup.  Ct  572,  578.  (See 
case  also  in  Vol.  II  of  Commis- 
mission*s  Decisions,  p.  565  at  pp. 
575,  577,  or  in  1920  "  Acts  from 
which  the  Conmiission,*'  etc.* 
p.  98  at  pp.  109,  111.) 

IIV  PABTICULAB  CASES. 

See  poztf  pars.  9-25.   . 

COHMEBCUL  BBIBEBT. 

See  postf  pars.  9-10. 


— COK8PIB1CIB8   OB   COHBIHAp 
TI0N8  TO  PUNISH  OB  COEBCB. 

See  poat,  par.  11. 


FALSE     AKD    HI8LEADIHG    AD- 
TEBTI8IN«. 

See  post,  pars.  12,  13. 

FBEE  GOODS  AS  CfDUCEHENTS 
TO  PUB0HA8E. 

See  post,  par.  14. 

—  FULL  LINE  POBCINII. 

See  post,  pars.  15-21. 


—  mSBBANDINCi  OB  MISLABEL- 
ING—QUALITT  OB  COHPOSITION-^ 
COMMISSION   JUBISDICTION. 

See  poatf  par.  63. 

NONDECBPTION  OF  TBADB. 

See  post,  par.  22. 

—  MONOPOLISTIC    TBNBENCT    OB 


4.  "  ♦  ♦  ♦  freedom  of  ac- 
cess to  the  consumer,  and  the 
entire  absence  of  monopoly  and 
nondeprivation  of  the  public, 
have  been  regarded  as  an  im- 
portant element  in  the  decision 
of  cases  of  alleged  unfair  busi- 
ness competition.  ♦  ♦  ♦ " 
Curtis  Publishing  Company  v. 
Federal  Trade  Commission^ 
March  2,  1921,  270  Fed.  881, 
014.  (See  case  in  this  volume, 
p.  579  at  p.  616.) 


See  also  po$tt  pcurs.  56-63. 
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ANNOTATIONS,  SBC.  f--ConUnued. 

«UHFAIB    nSTHODS    OF  COMFRI-  (gee  case  in  this  volume,  p.  622 

TIOH**— VONOFOLISTICTIKBBHCT  ^t  ^^  Q2Q  627) 

OB  BLEMBNT— OoBtlmMa.  ^^'         '^      ' 

^     *rw,^      ^  t     .         .      i..-         FASSIHO    OFF--COHBI8H0H 

6.  "The  Commission  justifies  jvbisdiction  is  distihgiiishkd 

the  order  complained  of  by  look-  fbob  cobhon-law  jubisdictiok. 

mg  to  the  future  rather  than  at  ^^  ^^^^  ^^  ^ 
tbe  present,    ♦    ♦    ♦." 

"  The  Commission  looking  for-    ™™  ^»  ^«««  ^^  ^"^ 

ward  sees  in  the  present  highly  See  post,  pars.  12,  13. 

competitive  business  of  the  vari-  public  IHTBBEST. 

ous  wholesalers  a   seed  which 

will  in  time  produce  the  fruit 

condemned     in     Patterson     v.  7.  "The    Commission    is  not 

United    States,    222    Fed.    589.  made  a   censor  of   commercial 

*    *    */*  morals  generally.    Its  authority 

6.  It  may  be  admitted  that  Is  to  inquire  into  unfair 
one  function  of  the  Trade  Com-  methods  of  competition  in  inter- 
mission is  to  discern  and  sup-  state  and  foreign  commerce,  If 
press  such  practices  in  their  be-  so  doing  will  be  of  interest  to 
ginning ;  but  a  thing  exists  from  the  pubUc ;  and  if  such  method 
its  beginning,  and  it  is  not  a  of  competition  is  prohibited  by 
conclusion  of  law  from  any  facts  t^©  act.  to  issue  an  order  re- 
here  found  that  a  system  [re-  quiring  the  person  or  corpora- 
ferring  to  petitioner's  system  tion  using  it  to  cease  and  desist 
condemned  by  the  Commission  from  doing  so.  We  have  here- 
of leasing  oil  tanks  and  pumps  tofore  so  understood  the  extent 
for  a  nominal  rental  in  consid-  of  the  Commission's  authority  in 
oration  of  the  lessee  using  les-  Federal  Trade  Commission  «. 
sor's  product  exclusively  in  con-  Gratz,  258  Fed.  Rep.  314;  af- 
nection  therewith],  which  at  firmed  253  XT.  S.  421,  and  New 
present  is  keenly  competitive,  Jersey  Asbestos  Co.  v.  Federal 
extremely  advantageous  to  the  Trade  Commission.  284  Fed. 
public,  and,  in  the  opinion  of  a  Rep.  509."  Winsied  Hosieiy 
majority  of  the  competent  wit-  ^o,  v.  Federal  Trade  Ccmmis- 
nesses  economical,  is  at  present  «*on,  April  13,  1921,  272  Fed. 
unfair  to  anyone  or  unfair  be-  ^57.  960.  (See  case  in  this  vol- 
cause  tending  to  monopoly.    A  ^^^t  P-  618  at  p.  621.) 

tendency  is  an  inference  from ; — obdeb  based  oh  pbao 

proven  facts,  and  an  inference  nCE  abandoned  bbfobb  goi* 
from  the  facts  as  found  by  the  ^^^^^  ISSUED. 
Commission  is  a  question  of  law  8.  "  Petitioner  insists  that  tbe 
for  the  court  As  a  matter  of  injunctional  order  was  Improvl- 
law  there  is  at  present  no  vio-  dently  issued  because,  before  the 
lation  of  the  Trade  Commission  complaint  was  filed  and  the 
statute ;  therefore  the  first  of  hearing  had,  petitioner  had  die- 
respondent's  contentions  can  continued  the  methods  in  qnes- 
not  be  sustained.  Standard  Oil  tion  and,  as  stated  in  its  answer, 
Co.  of  New  York  v.  Federal  had  no  intention  of  resuming 
Trade  Conimission,  May  11,  them.  For  example,  no  sugar 
1921,   273   Fed.   478,   481,   482.  ofters  of  the  character  assailed 
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were  made  after  Angwst,  1917.  fair  and  In  violation  of  see- 
But  respondent  was  required  to  tion  6,  and  the  court,  examining 
find  from  all  the  evidence  be-  the  evidence  to  see  whether  the 
fore  it  what  was  the  real  nature  Ck>mmis8ion's  findings  were  sup- 
of  ];)etitioners*s  attitude.  It  was  ported  by  the  testimony  or  not, 
permissible  for  respondent  to  found  "  that  the  officers  of  the 
take  Judicial  notice  of  the  Gov-  company  in  the  year  1918  did 
emment's  war-time  control  of  entertain  at  the  company's  ex- 
sugar  sales  and  consumption,  pense  both  customers  and  em- 
It  was  also  proper  to  note  that  ployees  of  customers;  and  that 
petitioner  was  contaiding  (and  the  salesmen  down  to  May  1 
still  contoids)  that  the  Act  is  were  employed  on  a  salary  or 
void  for  indefiniteness,  that  the  on  a  salary  and  commission 
Act  is  unconstitutional,  and  that  basis  and  were  allowed  to 
the  Act,  even  if  valid,  under  any  charge  in  their  monthly  ac- 
proper  construction,  has  not  counts  reasonable  lump  sums 
been  infringed  by  petitioner's  for  entertainment.  After  May 
practices  *  *  *  no  assur-  1  they  were  on  a  commission 
ance  is  in  sight  that  petitioner,  basis  only,  and  any  entertain- 
if  it  could  shake  respondent's  ment  given  by  them  was  given 
hand  from  its  shoulder,  would  at  their  own  expense,"  a  charge 
not  continue  its  former  course."  in  the  complaint  of  giving  valu- 
Baker,  J.,  in  Sears  Roebiick  d  able  presents  and  sums  of  money 
Co.  V.  Federal  Trade  CwnmU'  having  been  abandoned  by  the 
9ion^  258  Fed.  307-310.  (See  Commission,  held,  in  New  Jer- 
case  also  in  Vol.  II  of  Commis-  sey  Asbestos  Co,  v.  Federal 
sion's  Decisions,  p.  536  at  p.  Trade  Commission,  February 
540,  or  in  1920  "Acts  from  6,  1920,  264  Fed.  509,  revers- 
which  the  Commission,'*  etc.,  p.  ing  the  order  of  the  Commls- 
70  at  p.  74.)  sion  in  1  F.  T.  C.  472  on  the 

basis   of   the   decision   of   the 

lower  court  in  the  Gratz  case 

See  post,  par.  28.  (see  case  also  in  Vol.  II  of  Com- 

—  TTING    OB    KXCLU8IVE    OON-  mission's  Decisions,  at  pp.  545- 

TBICTS  OB  LEASES.  549,    or    in    1920    "Acts    from 

See  post,  pars.  24,  25.  which  the  Commission,"  etc.,  pp. 

79-83)  that  the  matter  was  one 

PBACTiCTM  Df  FABncuLAB  CiSSS—  n^^  ^  affeeting  the  public  as  to 

Yjgg^  be  within  the  Jurisdiction  of  the 

Commission.     (See  case  also  in 

9.  Where     the     Commission  y^j    jj  ^^  CJommission's  Deci- 

found  that  respondent  had  been  gj^^^g^  ^^  pp  553^55^,  or  in  1920 

"lavishly  giving  gratuities  such  -^^^g    f^^^   ^hj^^h    the   Com- 

as     luncheons,     cigars,     meals,  miggion,"  etc.,  pp.  87-90.) 

theater  tickets,   and   entertain-  

ment  to  employees  of  customers MOiiBT  Aim  gbatuitueB. 

as  an  Inducement  to  influence  10.  Held    in   T.   C.   Hurst   d 

their  employers  to  purchase  or  Son  v.  Federal  Trade  Commis- 

to  contract  to   purchase  from  sion,  October  2,  1920,  268  Fed. 

the  said  respondent"  its  vari-  874,  on  petition  to  enjoin  the 

ous  products,  without  other  con-  Commission     from     proceeding 

sideration    Hierefor,    and    held  against    petitioner    under     Its 

such  methods  of  competition  un-  complaint  in  which  it  charged 


BBSAIK    PBICB    MAIHTKVAKCB. 


452  ACTS  ADMINISTERED  BT  COMMISSION. 

ANNOTATIOXS,  SBC  fr— Contintted. 

FBAcncES  IN  PABTlcilliAB  Gi8K8^  the     Harness     Mannfftctnrers* 

COMIIEBCUI  BBIBBBT-MOHBT  Association  to  the  Saddlery  As- 

AND  €IBATUITI£S--€«nUnaed.  ,  ^,                           on««  «j  /«- 

soclatlon,  as  complained  of  by 
said  petitioner,  a  ship  chandler,  retailers,  for  competing  with 
with  giving  captains  and  other  them;  •  •  ♦  that  the  Harness 
employees  of  vessels,  "  without  Manufacturers*  Association  had 
the  knowledge  and  consent  of  ^sed  Its  influence  with  the 
the  owners  thereof,  sums  of  Saddlery  Association  to  prevent 
money  and  other  gratuities,  as  ^«  admission  of  specific  con- 
an  inducement  to  influence  such  cems  to  memhersfalp  in  the 
employees  or  owners  to  purchase  latter  association  and  the  recog- 
supplies  from  the  respondents,  nition  of  such  concerns  as 
the  complainants  herein,  which  legitimate  jobbers;  ♦  ♦  • 
said  acts  were  charged  to  be  ^^^  the  Harness  Manufac- 
unfair  methods  of  competition  turers'  Association  had  re- 
in commerce,  within  the  intent  Quested  and  secured  the  coopera- 
and  meaning  of  section  5,  that  tlon  of  members  of  the  Saddlery 
the  Commission  acted  entirely  Association  in  a  refusal  to  sell 
within  its  rights,  of  and  con-  mail-order  houses,  hardware 
cerning  a  matter  liable  to  in-  stores,  general  stores,  and 
juriously  affecf  commerce."  ^^^^^  competitors  of  retail 
(See  case  in  this  volume,  p.  565,  l^arness  manufacturers  not 
and  3  F.  T.  C.  223  for  Com-  recognized  by  the  Harness  Man- 
mission's  findings  and  order.)  ufacturers*  Association  as  legit- 
imate; that  the  latter  had  re- 
ooNSPiBAcnes    ob    gohbiiia-  fused  the  privilege  of  associate 

'^^^nJ^..l?^^^^L^^^  membership  to  accessory  mann- 

OBJECTIONABLE  COHPETITOBS.  ^     ^                  j.   ^  ^^ 

facturers  and  Jobbers  who  sell 
11.  Where  it  appeared  among  to  mail-order  houses,  establish- 
other  things  that  one  of  the  ob-  ing,  however,  an  associate  mem- 
jects  of  the  Harness  Manufac-  bership  restricted  to  manufac- 
turers' Association,  as  stated  in  turers  and  jobbers  who  do  not 
its  constitution  and  by-laws,  is  sell  to  consumers  and  to  mail- 
"  to  protect  the  harness  dealers  order  houses,  and  who  are 
from  the  unjust  sale  of  goods  otherwise  in  harmony  with  the 
by  wholesale  dealers  direct  to  policy  of  the  association,  and 
consumers;  that  the  ofRcers,  issuing  credentials  thereof  to 
committees,  and  members  of  the  the  traveling  salesmen  of  as- 
Hamess  Manufkctarers*  Asso-  sociate  members  and  urging 
dation  and  of  the  Saddlery  As-  and  encouraging  the  afllliated 
soclation  had  actlv^y  co-  retailers  to  withdraw  and  with- 
operated  to  establish  the  prin-  hold  patronage  from  concerns 
dple  that  a  combined  and  whose  salesmen  were  not  so 
closely  afiUiated  wholesale  and  equipped ;  and  have  induced  the 
retail  business  was  not  a  l^ti-  members  of  the  Saddlery  As- 
mate  wholesale  business;  that  sedation  to  use  their  influence 
the  secretary  of  the  Saddlery  with  the  accessory  manufac- 
Association  had  attempted  to  turers  not  to  sell  mail-order 
prevent  accessory  manufac-  houses;  *  *  *  that  by 
turers  from  recognizing,  as  reason  of  refusals  of  accessory 
lei^tlmate  Jobbers,  wholesalers  manufacturers,  due  to  objec- 
whose  names  were  ftamished  by  tiona  of  the  Saddlery  Assoda- 
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tlon,  to  recognlM  as  jobbers  to  sell  sugar  at  a  price  lower 
certain  competitors  of  members  than  others  offering  sugar  for 
of  that  association,  such  com-  sale;  [and]  *  *  *  is  selling 
X)etitors  have  been  forced  to  buy  its  sugar  at  a  price  much  lower 
from  the  Saddlery  Association  than  that  of  its  competitors 
at  prices  higher  than  charged  •  «  *  thereby  imputing  to 
by  manufacturers  to  recognized  its  competitors  the  purpose  of 
Jobbers,  [and]  *  *  «  that  charging  more  than  a  fair  price 
as  a  result  of  the  opposition  of  -  for  their  sugar; "  the  fact  ba- 
the Harness  Manufacturers*  ing  that  it  was  "  selling  certain 
Association  to  sales  by  manu-  of  its  merchandise  at  less  than 
facturers  and  Jobbers  to  the  cost  on  the  condition  that  the 
classes    of    competitors    before  customer    simultaneously    pur- 

• 

mentioned,  the  latter  had  been  chase     other     merchandise     at 

prevented  from  purchasing  as  prices  which  give     *     *     *     a 

freely  in  interstate  commerce  as  profit  on  the  transaction,  wlth- 

they  would  have  been  without  out  lettUig  the  customer  Icnow 

such      opposition.    ♦    ♦    ♦":  the  facts;"  and  had  been  "ad- 

Held,    That    the    Commission's  vertising    that   the   quality    of 

findings  of  fact,  and  the  exist-  merchandise  sold  by   its   com- 

ence      of      the      combinations,  petitors  is  inferior  to  that  of 

schemes,  and  practices  directed  similar  merchandise  sold  by  pe- 

to  be   discontinued   are   amply  titioner,     and    that    petitioner 

sustained,  and  that  the  findings  buys  certain  of  its  mechandise  in 

of  fact  being  so  supported,  the  markets   not    accessible    to    its 

Commission's  order    (see  1  competitors    and    is    therefore 

F.  T.    0.   335,   362)    is   "fully  able  to  give  better  advantages 

Justified  by  the  authorities  to  in  quality  and  price  than  those 

which    attention    has    already  offered    by    its    competitors  ': 

been  called,  including  especially  Held,  That  such  false  and  mis- 

Eastem  States  Lumber  Co,  v.  leading  advertising,  under  the 

United  States."    [234  U.  S.  600.1  circumstances  set  forth,  consti- 

Nat'l   Harness  Mfrs.   Ass^n   v.  tuted  an  unfair  method  of  com- 

Federal  Trade  Cammissiant  De-  i^etition,  and  that  the  Ck>mmifl- 

cember  7,  1920,  268  Fed.  705.  sion's  order  should  be  sustained 

(See  case  in  this  volume,  p.  570  with  the  exception  of  the  second 

at  pp.  576-578.)  paragraph,  in  which  the  peti* 

tioner  is  required  to  cease  sel- 

.l^.f!!'^   ™?»?^J!,  t!I:  tag  sugar  below  cost,  the  court 


f SBTI8I!fG— BISPABACUNCI    OB 

■ISBEPBESBNTING  COBPETITOBS'    mating  on  tnls  point: 

PBIGES  IMD/OB  PBODUCTS.  18.  "  *    *     *    We  find  in  the 

See  post,  par.  IZ  ^^^^  ""^  *^*®°^  ^^  ^  P"^  ^^ 

Congress,   even   if   it   has   the 

power,  to  restrain  an  owner  of 

property  from  selling  it  at  any 

See  post,  par.  12.  ^^^  ^j^^  ^^  acceptable  to  him, 

-HSBBPBCSBirrniePBiCBS.    or  from  giving  it  away.    But 


HISBEPBBgKNTIlie    BBTB- 
OM  VBBD. 


12.  Where  it  appeared  that  for  manifestly   in   malcing  such   a 

more  than  two  years  petitioner  sale  or  gift  the  owner  may  put 

had    falsely    and    mlsleadingly  forward     representations     and 

advertised  that  it,  "because  of  commit  acts  which  have  a  ca- 

large  purchases  of  sugar  and  paclty  or  a  tendency  to  injure 

quick  disposal  of  stock,  is  able  or  to  discredit  competitors  and 
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ANNOTATIONS,  8BC.  S— Contlnoed. 

FBAcnCES  ni  FABTlOULiB  GiSSS—  unfair  any  condition,  agreement. 

Wfl~MBBBPBB8BNTlH«  PBICE8-  ^"^     Understanding     that     may 

GobU«m4.  lessen   competition   or  tend  to 

create  a  monopoly  shows  that 

to  deceire  purchasers  as  to  the  the  method  found  to  be  unfair 

real  character  of  tlie  transac-  m^st  have  been  unfair  in  cer- 

tion.     That   paragraph   should  tain     indiridual     transactions, 

therefore  be  modified  by  adding  ^nd  we  discover  no  evidoice  to 

to  it  •  by  means  of  or  in  con-  support  the  finding  in  paragraph 

nection    with    the    representa-  2,  that  the  respondente  *  adopted 

tions  prohibited  in  the  first  para-  ^^  practiced  the  policy  of  re- 

«raph  of  this  order,  or  similar  f^ging  to  sell  steel  ties  to  those 

representations/"      Baker,    J.,  merchants     and     dealers    who 

modifying  as  above,  but  other-  wished  to  buy  them  from  them 

wise     affirming     Commission's  unless  such  merchants  and  deal- 

order  in  1  P.  T.  C.  163.    Seart,  ^^  ^^^^^  ^^  ^^y  ^^^^  ^^ 

Roebuck  d  Co,  v.  Federal  Trad^  ^  corresponding  amount  of  Jnte 

Commotion,  April  29,  1919,  258.  bagging/    It  Is  the  natural  and 

Fed.  307,  812.     (See  case  also  prevailing  custom  in  the  trade  to 

in  Vol.  II  of  Commission's  De-  g^ll  ties  and  bagging  together, 

cislons,  p.  686  at  p.  642,  or  In  j^st  as  one  witness  testified  it 

1920    "Acts    from    which    the  ^  to  seU  cups  and  saucers  to- 

Commission,"  etc..  p.  70  at  p.  76.)  gather.    Such  evidence  as  there 

HISBBANDING  OB  BISLA-  is  of  a  refusal  to  Sell  is  a  re- 

■■'^*-  fusal  to  sell  at  all  to  certain 

See  post,  par.  22.  persons    with    whom    the    re- 

FBEB  GOODS  AS  El BUCBXBHT  spondents  had  previous  unsatis- 

TO  PUBCHA8B.  factory  relations  and  a  refusal 

14.  Commisrton's     order     in  ^?  ^^^^  ^*^  '^'^''^^  »>*«^«  *^ 


Ward  BoMng  Co,  case,  1  F.  T.  C. 
888,  reversed  in  Ward  Baking 
Co,  V.  Federal  Trade  CommU- 


the  opening  of  the  market  in 
1916  and  1917  when  there  was 
fear  that  owing  to  scarcity  of 


«on,  February  26. 1820.  264  Fed.  "«»  *°f  "»«  prospect  of  large 

830.  on  eround  that  interstate  ^'^^  ^*  marketing  of  the  cot- 

conunerce    not    InyolTed.     See  ton  crop  might  be  endangered  by 

digest  of  case.  ^fm.  pars.  88.  8P«^J«tor8creatlng  a  comer  ta 

40.     (See  case  also  In  VoL  U  "f  •      ^'^  •'-  TnL"^^^* 

of  Commission's  Decisions,  at  fjio^*  ^  in  1  IT.  T.  C.  2M. 

pp.  6B0-582,  or  in  1820  "Acta  '^"**^    '^*^«   CommMon   y. 

from   which   the  Oommtarion."  <^'.^  ^^-  S".  317.    (Se. 


etc..  at  pp.  84-«6.) 


case  also  in  VoL  II  of  Commis- 
sion's Decisions,  p.  645  at  pp. 
vmx  uifB  FOBCHIG.  548^  549  or  in  1920  "Acts  from 

16.  "  That  the  Commission  did  which  the  Commission/*  etc.,  p. 

not  find  sufficient  proof  to  sus-  79  at  pp.  82,  83.) 

tain   the  second  count   in   the  16l  *'The  complaint  contains 

complaint,  viz,  that  the  metliod  no     Intinmtion     th^t     Warren, 

of  the  respondent  found  to  he  Jones  &  Grmtz  did  net  properly 

unfair  violated  section  8  of  the  obtain  their  ties  and  bagging  as 

Act  of  October  15,  1914,  known  merchants     nsnally     do;     the 

ma  the  Clayton  Act,  which  makes  amount  oontndled  by  them  Is 
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not  stated,  nor  la  It  allegied  that  "Acts  From  Which  the  Oommls- 

they  held  a  monopoly  of  either  alon/*  etc,  p.  88  at  w,  110-112.) 

ties  or  bagging  or  had  ability,  10.  "  It  is  obviona  that  the  im- 

puriKMie,   or   intent   to   acquire  position    of    such    a    condition 

one.    So  far  as  appears,  acting  [that  the  purchaser  of  ties  must 

independently,    they    undertook  also  purchase  bagging]   is  not 

-to  sell  their  lawfully  acquired  necessarily  and  universally  an 

property  in  the  ordinary  course,  unfair  method,  but  that  it  may 

without  deception,  misrepVesen-  be    such    under   some    circum- 

tation,  or  oppression,  and  at  fair  stances  is  equally  clear.    Under 

prices,  to  purchasers  willing  to  the  usual  conditions  of  competi- 

take    it    upon     terms    openly  tive  trade  the  practice  might  be 

announced.  wholly     unobjectionable.      But 

17.  "  Nothing  is  alleged  which  the  history  of  combinations  has 
would  justify  the  conclusion  shown  that  what  one  may  do 
that  the  public  suffered  injury  with  impunity  may  have  Intol- 
or  that  competitors  had  reason-  erable  results  when  done  by  sev- 
able  ground  for  complaint.  All  eral  in  cooperation.  Similarly 
question  of  monopoly  or  combi-  what  approximately  equal  indi- 
nation  being  out  of  the  way  a  vldual  traders  may  do  in  hon- 
private  merchant  acting  with  en-  orable  rivalry  may  result  in 
tire  good  faith,  may  properly  grave  injustice  and  public  in- 
refuse  to  sell  except  in  conjunc-  jury  if  done  by  a  great  corpora- 
tion, such  closely  associated  ar-  tion  in  a  particular  field  of  busi- 
tides  as  ties  and  bagging.  If  ness  which  it  is  able  to  domi- 
real  competition  is  to  continue,  nate.  In  other  words,  a  method 
the  right  of  the  Individual  to  of  competition  fair  among  equals 
exercise  reasonable  discretion  may  be  very  unfair  if  applied 
in  respect  of  his  own  business  where  there  is  ineauality  of  re- 
methods    must    be    preserved,  sources.    ♦    ♦    •  •» 

United  Stateg   v.   Colgate,   250  20.  "  The  following  facts  found 

U.  S.  300;  UfUted  8tate»  v.  A.  by  the  Ck>mmission  and  which 

Schrader't  Son,  Inc.,  March  1,  the   Circuit   Ck>urt   of  Appeals 
1920.  252  U.  S.  85.                          .  held  were  supported  by  sufficient 

18.  "The  first  count  of  the  evidence,  show  that  the  condl- 
complalnt  falls  to  show  any  un-  tions  in  the  cotton,  tie,  and  bag- 
fair  method  of  competition  prac-  glng  trade  were  in  1918  such 
ticed  by  respondents  and  the  that  the  Federal  Trade  Commis- 
order  based  thereon  was  im-  sion  could  reasonably  find  that 
provident."  McHeynolds,  J.,  af-  the  tying  clause  here  in  question 
firming  decision  of  lower  court,  was  an  unfair  method  of  compe- 
in  Federal  Trade  CommisHan  v.  tition.  *  *  *  By  virtue  of 
Oratz,  June  7,  1920,  253  U.  S.  their  selling  agency  for  the  Oar- 
421,  428,  40  Sup.  Ct  572,  575.  negle  Co.,  Warren,  Jones  ft 
(See  case  also  in  Vol.  II  of  Oratz  held  a  dominating  and 
Commission's  Decisions,  p.  564  controlling  position  in  the  sale 
at  p.  570,  or  in  1920  "Acts  from  and  distribution  of  cotton  ties 
which  the  Commission,"  etc.,  p.  in  the  entire  cotton-growing  sec- 
98  at  p.  104.)  tion  of  the  country  and  thereby 

Brandeis,  J.,  dissenting,  at  pp.  it  was  in  a  position  to  force 

488-441.    (See  case  also  in  Vol.  would-be  purchasers  of  ties  to 

11  of  Commission's  Decisions,  p.  also   buy    from    them    bagging 

664  at  pp.  576-^78,  or  in  1920  manufactured  by  the  American 


456                         ACTS  ADMINISTBHED  BT  COMMISSIOIT. 

▲NNOTATION8.  SBC  f—Gontlnaed* 

PSACnoBg  in  PABTIOVLAB  CABW—  underwear  not  composed  whollj- 

PUll  MHl  FOBClllG-Co.U.iied.  ^,  ^^^  ^^^  ^^e  fabric  of  which. 

Manufacturing     CJo.     A     great  ^^«    ^^   *^   manufacture  from 

many   merchants,  Jobbers,   and  "wool-spun"    yams    composed 

dealers    in    bagging    and    ties  ^^  ^<>"«^   »^^   ^^^^  ^*s  '^^ 

throughout   the   cotton-growin^  "^^  ^^^^^^  as  "Men's  Natural 

States  were  many  times  unable  ^^""^^^    Shirts,"    "  Men's  Gray 

to  procure  ties  from  any  other  ^"^^^  Shirts."  "  Men's  Natuml 

firm    than    Warren,    Jones    &  Worsted    Shirts,"    "Australian 

Gratz.    In  many  Instances  War-  ^"^^  Shirts,"  and  "  Men'-  Nat- 

ren.  Jones  &  Gratz  refused  to  "^""^  ^^^  ^^^^"  ^^^  ^"""^^ 

sell   ties  unless  the  purchaser  ^^^^^  a  substantial  part  of  the 

would  also  buy  from  them  a  cor-  Purchasing  public  into  believing 

i-esponding  amount  of  bagging.  ^^^^  8"^?^  «^>^s  were  all  wool, 

and  such  purchasers  were  often-  *°^  ^^^o  tended   to   encourage 

times   compelled    to   buy   from  ^^^  ^^^  representations  to  con- 

them  bagging  manufactured  by  s^mers  to  that  elTect  by  ignorant 

the  American  Manufacturing  Oo.  ^'   unscrupulous   retailers  and 

in  order  to  procure  a  sufficient  sales  people ;  but  where,  in  the 

supply  of  steel  ties.  opinion  of  the  court,  "  the  labels 

21.  "These  are  conditions  ^^^e  thorough^'  established 
closely  resembling  those  under  ^^^  understood  in  the  trade, 
which  *  full  line  forcing,'  •  exclu-  ^^®^  ^^^  °^  passing  off  of  the 
sive  dealing  requirements,'  or  Petitioner's  goods  for  those  of 
'  shutting  off  materials,  supplies,  another  manufacturer.  There 
or  machines  from  competl-  w*®  °®  combination  in  restraint 
tors'— well-known  methods  of  ^'^  ^^^^^  ^^^  a^y  attempt  to 
competition— have  been  held  to  establish  a  monopoly."  HeU, 
be  unfair  when  practiced  by  ^^^  ^uch  misbranding  and  mis- 
concerns  holding  a  preponderant  labeling,  under  the  drcum- 
position  In  the  trade."  stances  set  forth,  did  not  con- 
stitute an  unfair  method  of  com- 

HISBBAKDINO    OB    BISLIBBL-  petition.     Winsted  Hosiery  Co, 

^.S:::S^^J^^S^J^.^^^^''  ▼•  ^«tf^»   ^rade  CommiMsion, 

April  13,   1021,    272   Fed.   »57. 

22.  Where  a  corporation  en-  (Reversing  CJommisslon's  order 

gaged  in  the  manufacture  and  '^  2  F.  T.  C.  202  and  3  F.  T.  C. 

sale  of  knit  underwear,  in  com-  180-     See  case  in  this  volume, 

petition     with     manufacturers  P«  ^^  at  p.  621.) 

and    importei's    of    underwear 

composed  wholly  of  wool,  and    BESiLB  pbicb   ■iiirrENi^fCB. 

also  with  manufacturers  and  see  also  post,  pars.  83-80. 
importers  of  underwear  com- 
posed partly  of  cotton,  who  23.  Where  it  appeared,  among 
either  correctly  branded  and  other  things,  that  respondent 
labeled  their  underwear  with  adopted  a  resale  price  maintc- 
reference  to  composition  or  nance  policy  by  advising  those 
failed  to  brand  and  label  the  with  whom  it  dealt,  that  it 
same  at  all  in  that  respect;  would  not  sell  to  any  one  fail- 
branded,  labeled,  advertised  ing  to  observe  the  resale  prices 
and   sold   certain   lines   of   its  suggestetl  by  it,  or  to  any  dealer 
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in  its  chain  of  diatrlbution  sell-  nels  for  the  distribution  and 
ing  to  a  distributor  failing  to  sale  of  their  periodicals;  but 
observe  suggested  resale  prices,  where,  in  the  opinion  of  the 
but  where  it  did  not  appear  that  court,  "  the  case  did  not  turn 
there  were  any  express  con-  on  this  restricted  phase  which, 
tracts  between  the  respondent  in  our  Judgment,  totally  ignores 
and  any  of  its  distributors:  the  real  situation,  and  makes 
Held,  in  Beechnut  Packing  Co,  no  finding  on  those  facts  which 
V.  Federal  Trade  Commiation,  are  really  determinative  of  the 
February  26,  1920,  264  Fed.  885  question  whether  the  compe* 
(see  case  also  in  Vol.  II  of  titlon  of  the  Curtis  Company 
Commission's  Decisions,  pp.  was  unfair  business  competl- 
556-564.  or  in  1920  "  Acts  from  tion.  That  real  situation,  as 
which  the  Commission,"  etc.,  pp.  we  have  seen  from  the  uncon- 
90-98),  reversing  the  Commis-  tradicted  proof,  among  other 
sion's  order  in  the  Beechnut  features,  consists  of,  first,  the 
Packing  Co.  case,  1  F.  T.  C.  516,  creation,  through  years,  with 
that  the  Commission's  conclu-  great  effort  and  large  expense, 
sions  that  the  methods  of  com-  of  the  Curtis  Company's  school- 
petition  in  the  case  in  question  boy  selling  organization;  sec* 
were  unfair,  could  not  be  sus-  ond,  that  the  district  distribut- 
tained  in  the  face  of  the  deci-  ing  agents  constitute  the  con- 
sion  in  United  States  v.  Col-  trol,  morale,  recruiting,  and 
gate  Co.,  250  U.  S.  300.*  existence  of  the  schoolboy  sell- 


TTIN«    AND    BXCIUSITi     CON- 
TRACTS OK  LEASES. 


ing  organization;  third,  the 
efforts  of  two  competitors  to 
appropriate  that  selling  agency 
24.  Where  a  coiporation  en-  to  themselves,  with  the  undls- 
gaged  in  the  publication,  distri-  puted  consequence  of  undermin* 
bution,  and  sale  of  periodicals  ing  its  morale  and  destroying 
entered  into  contracts  with  a  its  efficiency;  and,  lastly,  that 
large  number  of  established  the  purpose  of  the  Curtis  Corn- 
wholesale  dealers,  and  with  pany  in  putting  in  its  contract 
other  dealers  who  subsequently  the  clauses  objected  to  was  not 
became  wholesalers,  constituting  to  Interfere  with  commerce  or 
in  most  instances  the  principal  with  the  circulation  of  the  400 
and  most  efficient  and,  in  magazines,  but  solely  to  thwart 
numerous  cases,  the  only  me-  the  unfair  plan  of  2  unfair  com- 
dium  for  the  distribution  of  petitors,  who  sought  to  under- 
such  publications,  whereby  such  mine  the  undivided  loyalty  of 
dealers  were  bound  not  to,  and  the  Curtis  distributing  district 
did  not,  "act  as  agent  for  or  agents,  and  through  them  dis- 
supply  at  wholesale  rates  any  rupting  the  Curtis  schoolboy 
periodicals  other  than  those  organizations,*'  the  court  further 
published"  by  the  corporation  finding  that  the  corporation, 
without  the  written  consent  of  "  in  building  up  this  boy  selling 
such  corporation,  which  consent  organization  through  the  dis- 
was  uniformly  refused  as  to  trlbuting  district  agents,  was 
certain  immediate  competitors,  not  throttling  or  indeed  dealing 
and  thus  prevented  competitors  with  the  ordinary  channels  of 
from  utilizing  established  chan-  commerce,    but    was   enlarging 

•  But  see  United  SUte^  v.  8ohrader*9  Bon,  Inc.,  Mar.  1,  1920,  2^  U.  S. 
8B,  diitlnguishlng  Colgate  cuo  from  l)t.  Mfles't  Medical  Co.  c&se. 
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ANNOTATIONS.  SBC.  S— Continued. 

FBAcncES  iH  PIBTICULAB  GiBBB —  use  the  Same  only  for  the  pur- 

Il^^t^LV5.^^T^!f  ^^^^^^  pose  of  storing  and  handling  its 

OB  LEASES — GoBtlnied.  j    ^                      ^             .^  , 

products,  a  practice  not  fol- 
the  sphere  of  commerce  by  en-  lowed  by  many  competitors, 
listing  in  its  service  the  selling  having  for  its  purpose  the  fur- 
power  of  schoolboys,  who,  but  therance  of  the  corporation's 
for  this  organization,  would  not  petroleum  business,  and  result- 
only  not  have  taken  part  In  ing  in  loss  of  customers  by  corn- 
present  commerce,  but  who  petitors ;  but  where,  in  the  opln- 
would  have  missed  the  commer-  ion  of  the  court,  competition 
dal  training  the  Curtis  Com-  between  the  distributors  or 
pany  alone  gave  them  for  loaners  was  very  keen,  the  prac- 
future  commerce,*'  and  that  tice  was  extremely  advantage- 
•*  there  is  no  proof  in  this  ous  to  the  public,  and  was  re- 
record  that  any  harm  has  been  garded  by  many  distributors  as 
done  in  the  past  by  the  business  a  profitable  form  of  advertising 
methods  followed  by  the  Curtis  and  of  keeping  before  the  con- 
Company,  nor  Is  there  any  proof  suming  public  their  trade-marl^ 
that  commerce  has  been  in  any  borne  by  the  equipment  leased 
way  throttled  thereby."  Held,  or  loaned  by  them,  the  court  ob- 
That  the  use  of  such  contracts,  serving  in  this  connection  that 
under  the  circumstances  set  the  distribution  of  another 
forth,  did  not  constitute  an  un-  manufacturer's  product  there- 
fair  method  of  competition,  from  would  be  dishonest :  Held, 
Curtii  Publishing  Co.  v.  Federal  That  the  use  of  such  leases. 
Trade  CammiaHon,  March  2,  under  the  circumstances  set 
1021.  '270  Fed.  881.  911,  912,  914,  forth,  did  not  constitute  an  un- 
( Reversing  Commission's  order  fair  method  of  competition, 
in  2.  P.  T.  C.  20.  See  case  in  standard  Oil  Co.  of  New  York 
this  volume,  p.  579  at  pp.  613,  v.  Federal  Trade  CommisHon, 
614,  615,  617.)  May  11,  1921.  273  Fed.  478. 
25.  Where  a  corporation  com-  (por  order  similar  to  that  re- 
petitively engaged  in  refining  versed,  see  2  P.  T.  C.  346  at  356. 
crude  petroleum,  buying  and  gee  case  In  this  volume,  p.  622 
selling  gasoline,  and  in  trans-  at  pp.  625-627.) 

porting    and    marketing    such  

nroduetfl    and   also  eniraeed   in  CONSTITIITIOKIUTT— IB  ATTBHPT- 

proaucts,  ana  aiso  engagea  m  iko  to  beoulatb  nmu  AS  well 

leasing  pumps,  tanks,  and  other  j^  ihtbbbtatb  cobhbbgb. 
equipment  for  the  storage  and 

handling  of  petroleum  products  See  pott,  para.  28,  29. 

in   competition   with   manufac-    as  cOBBimifa  OB  DBLBOATDia 

turers  and  sellers  of  such  equip-  lECilBlATlVB,    bxbgvtitb,    AHB 

ment,  to  its  retail  customers,  of  JIIWOAL  P0WBB8. 

whom   relatively  very   few  re-  26.  "But  such  a  constructimi 

quired     more    than     a     single  of  section  5  [one  not  construing 

pump  outfit  in  the  conduct  of  the  words  'unfair  methods  of 

their  business;  leased  to  such  competition'     to    embrace    no 

retailers    pumps,     tanks,     and  more  than  acts  which,  on  Sep- 

equipment  at  a  nominal  rental,  tember  26,  1914,  when  Congress 

not   alTording   It   n    reasonable  spoke,  were  identifiable  as  acta 

profit  on  Its  Investment,  upon  of     unfair     trade     then     con- 

the  condition  that  they  should  demned  by  the  common  law  as 
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expressed   In   prior  cases]    ac-  slon's  Decisions,  p.  5S6  at  p. 

cording    to    petitioner's    urge,  542,  or  in  1920  "Acts  from  which 

brings  about  an  unconstitutional  the  Commission,"  etc.,  p.  70  at 

delegation    of    legislative    and  p.  76.) 

judicial  power  to  the  Commis-  28.  "The  complainants  aver 
Bion.  Grants  of  similar  au-  that  sections  5,  6,  9,  and  10  •f 
thority  to  administrative  of-  the  act  creating  the  Commis- 
fleers  and  bodies  have  not  been  sion  are  unconstitutional  and 
found  repugnant  to  the  Const i-  void,  (a)  because  beyond  the 
tution.  [Citing  cases.]  powers  vested  in  Congress  by 
27.  "With  the  increasing  the  Constitution;  (6)  because 
complexity  of  human  activities  they  delegate  to  the  Commis- 
many  situations  arise  where  sion  legislative  authority,  in  vio- 
govemmental  control  can  be  se-  lation  of  Articles  I  and  III  and 
cured  only  by  the  'board '.or  Amendment  X  of  the  Constitu- 
' commission'  form  of  legisla-  tion;  (c)  because  the  Commis- 
tlon.  In  such  instances  Con-  sion  is  empowered  to  define  and 
gresa  declares  the  public  determine  what  shall  constitute 
policy,  fixes  the  general  prln-  'unfair  method  of  competition 
ciples  that  are  to  control,  and  in  commerce';  (d)  because  the 
charges  the  administrative  body  act  attempts  to  regulate  intra 
with  the  duty  of  ascertaining  as  well  as  inter  state  commerce ; 
wltliin  particular  fields  from  and  (e)  because  the  order  and 
time  to  time  the  facts  which  proceedings  sought  to  be  en- 
bring  into  play  the  principles  joined  discriminates  between 
established  by  Congress,  persons  engaged  in  the  same 
Though  the  action  of  the  Com-  line  of  business  and  takes  away 
mission  in  finding  the  facts  and  the  property  of  one  without  due 
declaring  them  to  be  specific  of-  process  of  law  and  without  just 
fenses  of  the  character  em-  compensation  in  violation  of  the 
braced  within  the  general  defi-  fifth,  sixth,  ninth,  and  tenth 
nltion  by  Congress  may  be  amendments  of  the  Constitu- 
deemed  to  be  quasi  legislative,  tion  without  molesting  the  other, 
it  is  only  so  in  the  sense  that  it  and  for  other  alleged  grievances 
converts  the  actual  legislation  more  particularly  and  specific- 
trom  a  static  into  a  dynamic  ally  set  up  in  the  bill  of  the 
condition.  But  the  converter  is  complainants." 
not  the  electricity.  And  29.  "The  contention  that  the 
though  the  action  of  the  Com-  act  of  Congress  is  unconstitu- 
mission  in  ordering  desistance  tional  for  any  of  the  reasons 
may  be  counted  quasi  judicial  specified  is  without  merit,  as  it 
on  account  of  its  form,  with  is  manifestly  within  the  power 
respect  to  power  it  is  not  ju-  of  Congress  to  legislate  gener- 
dlcial,  because  a  judicial  deter-  ally  in  respect  to  the  burdens 
mlnation  is  only  that  which  is  that  may  or  may  not  be  imposed 
embodied  in  a  judgment  or  de-  upon  foreign  and  interstate  com- 
cree  of  a  court  and  enforce-  merce,  and  It  is  also  within  its 
able  by  execution  or  other  writ  power  to  declare  what  would  be 
of  the  court"  Baker,  J.,  in  fair  and  what  unfair  methods 
8ear$  Roehuck  d  Co.  v.  Federal  and  dealings  in  relation  thereto, 
Tmde  Commission,  April  29,  and  how  the  same  should  be 
1919,  258  Fed.  907,  311.  (See  ascertained  and  determined. 
caae  also  in  Vol.  II  of  Commis^  The  Commission  is  given  full 
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C0N6TITVTI0NAUTT— AS  coHBiNiNe  (q)  the  question  what  methods 

OB  DELBOATiNfl  LBfliSLATiVE.  EX-  ^  competition  the  glvfin  trader 

ECUTITB,  AND  JUDICIAL  P0WEB8--  u     w    4«:    i.  uu  li^c  eiv«*x  "« 

€oBtiBDed.  employs,  and  (6)  provisionally, 
'  '  the  mixed  question  of  law  and 
power  and  authority  to  invest!-  fact  whether  such  methods  are 
gate,  make  findings  of  fact,  and  unfair.  These  questions  being 
render  its  judgment  and  order  determined  against  the  trader, 
in  relation  thereto,  and  before  the  administrative  requirement 
the  same  is  carried  into  effect  to  cease  and  desist,  prescribed 
the  judgment  of  the  circuit  by  Congress,  follows,  as  a  matter 
court  of  appeals,  the  second  of  course,  but  only  provisionally, 
highest  court  under  the  Govern-  The  Commission's  determination 
ment,  is  to  be  sought  by  the  of  these  questions  Is  not  final 
Commission  to  enforce  its  Not  only  does  the  statute  give  a 
order,  and  any  party  required  right  of  review  thereon  upon 
by  such  order  to  cease  and  de-  application  by  an  aggrieved 
sist  from  using  such  method  of  trader  to  a  circuit  court  of  ap- 
competition  may  obtain  a  review  peals  of  the  United  States,  but 
of  such  order  in  the  circuit  the  Commission's  order  Is  not 
court  of  appeals  by  filing  its  enforceable  by  the  Commission 
written  petition  praying  there-  but  only  by  order  of  court, 
for.  ♦  ♦  ♦  ••  T.  C.  Hurst  d  [Citing  Federal  Trade  Commit- 
Son  V.  Federal  Trade  Cwnmia-  sUm  v.  Oratz,  253  U.  S.  421.] 
Bion,  October  2,  1920,  268  Fed.  82.  "  Throughout  the  proceed- 
874,  875-877.  (See  case  in  this  ings,  not  only  before  the  Corn- 
volume,  p.  565  at  pp.  567,  569.)  mission  but  before  the  court,  the 

SO.  "  The  constitutionality  of  trader  is  given  the  right  and  <^ 
the  act  is  assailed,  first,  as  portunlty  to  be  heard.  The  act 
assuming  *  to  combine  legisla-  delegates  to  the  Commission  no 
tive,  executive,  and  judicial,  judicial  powers,  nor  does  It,  in 
powers  and  functions  and  to  our  opinion,  confer  Invalid  ex- 
confer  them  upon  one  and  the  ecutive  or  administrative  au- 
same  administrative  body,  con-  thority.  [Citing  cases.]  The 
trary  to  Articles  I,  II,  and  III  criticism  that  the  statute  makes 
of  the  Constitution,  and  because  the  Commission  both  judge  and 
it  assumes  to  authorize  the  Com-  prosecutor  Is  too  unsubstantial 
mission,  which  is  ostensibly  an  to  justify  discussion.  The  con- 
adminlstratlve  body,  to  deprive  stltutlonality  of  the  act,  against 
persons  of  tlielr  property  with-  objections  similar  to  those  pre- 
out  due  process  of  law,  contrary  sented  here,  has  recently  been 
to  the  fifth  amendment  of  the  sustained  by  the  Circuit  Court 
Constitution.'  of  Appeals  of  the  Seventh  Clr- 

31.  "  This  proposition  is  to  our  cult  in  a  considered  and  persua- 
minds  without  merit.  Congress  slve  opinion.  Sears,  Roebuck  d 
plainly  has  power  to  declare  un-  Co.  v.  Federal  Trade  Commit- 
fair  methods  of  competition  un-  «<oii,  258  Fed.  907.  [See  case 
lawful  and  to  require  that  th^r  also  In  Vol.  II  of  Conmilssion's 
practice  cease.  This  Congress  Decisions,  at  p.  536,  or  In  1920 
has  done  by  the  act  in  question.  "Acts  from  which  the  Commls- 
It  with  equal  clearness  has  the  sion,"  etc,  at  p.  70.]  None  of 
power  to  authorise  an  adminls-  the  petitioner's  citations  oon- 
tratlve  commission  to  determine  tain,   in  our  opinion,  anything 
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necessarily      opposed     thereto,  w^,  widely,  and  uniformly  nn- 

•  ♦  ♦."  Nat*l.  Harness  Mfr's.  derstood  that  the  general  term 
A88'n,  Y,  Federal  Trade  Commia-  'rebates  or  concessions'  and 
sion,  December  7, 1920,  268  Fed.  '  schemes  to  defrand '  are  suf- 
706,  707.  (See  case  in  this  vol-  flciently  accurate  measures  of 
ume,  p.  570  at  pp.  573,  574.)  conduct."  Baker,  J.,  in  Seara, 
AS   TlOLiTwe   DUE   PSOCMB  Roehuck  d  Co.  y,  Federoil  Trade 

Aiin  JUST  COMPSNSATION  PBOTI-  Commission,  April  29,  1919,  258 

8I0N8.  Fed.  307,  810,  311.     (See  case 

a«kA                      oA_oo  *^®^  *^  ^^^*  ^^  ^^  Commission's 

See  ante,  pars.  28-82.  Decisions,  p.  536  at  p.  541,  or  in 

INDEFDIITBH188.  1920  "Acts  from  which  the  Com- 

««    « «,^         ...                    ^  mission,"  etc.,  p.  70  at  p.  75.) 
83.  "  The  petitioner  urges  that 

the  declaration  of  section  5  damacbs. 
must  be  held  void  for  indefinite-  ^-  "  ^^  ^^^^  o^  ^^^t  ^^^  *P- 
ness  unless  the  words  *  unfair  peared,  the  criticism  of  ladt  of 
methods  i  f  competition '  be  con-  .>ublic  injury  is  without  force, 
strued  to  embrace  no  more  than  ^®  suggestion  that  no  damage 
acts  which,  on  September  26,  ^^  been  shown,  even  If  true  in 
1914,  when  Congress  spoke,  were  '*<*»  ^  answered  by  the  con- 
identifiable  as  acts  of  unfair  «ideration  that  the  remedy 
trade  then  condemned  by  the  afforded  by  the  statute  is  pre- 
common  law  as  expressed  in  ventive,  not  comp^isatory." 
prior  cases.  But  the  phrase  is  ^o^t^onal  Sameas  Mnfr$.  As$*n. 
no  more  indefinite  than  *due  ^-  Federal  Trade  CommisiUm, 
process  of  law.'  ♦  ♦  ♦  If  the  December  7,  1920,  268  Fed.  705, 
expression  'unfair  methods  of  '^^-  (See  case  in  this  volume, 
competition*  is  too  uacertain  P- 570 at  p.  579.) 
for  use,  then  under  the  same  uinnrcnoNS  to  BEflrrBAm  cohmw- 
condemnation  would  fall  the  in-  MON  fbom  pboceebin€  — -  di8- 
numerable  statutes  which  pred-  '"'^  COCBTS. 
icate  rights  and  prohibitions  85.  Held  in  7.  C.  Hurst  d  San 
upon  'unsound  mind,'  'undue  v.  Federal  Trade  ConvnUssion, 
influence,'  '  unfaithfulness,'  '  un-  October  2,  1920,  268  Fed.  874, 
fair  use,'  '  unfit  for  cultivation,'  that  the  district  court  would  not 

*  unreasonable  rate,' '  unjust  dis-  restrain  the  Commission  from 
crimination,'  and  the  like.  This  proceeding  against  the  petitioner 
statute  Ls  remedial,  and  orders  in  said  case  and  the  respondent 
to  desist  are  civil;  but  even  in  in  a  proceeding  before  it,  in 
criminal  law  convictions  are  up-  which  it  had  charged  said  re- 
held  on  statutory  prohibitions  spondent  with  a  violation  of  sec- 
of  '  rebates  or  concessions '  or  of  tion  6,  on  the  alleged  grounds 
'schemes  to  defraud,'  without  that  the  Act  was  unconstitu- 
any  schedule  of  acts  or  specific  tional. 

definition  of  forbidden  conduct,  The  court  stated  in  part  (see 

thus  leaving  the  courts  free  to  p.  878  of  the  report  and  this 

condemn    new    and    ingenious  volume,  p.  565  at  pp.  569,  570) : 

ways  that  were  unknown  when  36.  "  ♦     ♦     ♦     The  jurisdio- 

the  statutes  were  enacted.  Why?  tion  of  the  circuit  court  of  ap- 

Becausc   the   general   ideas   of  peals  to  enforce,  set  aside,  or 

'  dishonesty '  and  '  fraud '  are  so  modify  orders  of  the  Commit- 
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nutNcnoiis  to  bbstbaih  comxib-  the  Ck)inmi8sion  In  the  taking 

V^L.^SSHJ^^S^^^l^"^^  of  testimony.     Reapondent  had 

TBicrr  ooubts— otBtiMMd.  ^    j  ^  x^  *  ^u  Vi        i  -. 

contended  that  the  Commission 

sion  is  exclusive.  In  all  of  the  was  undertaking  to  pass  upon 
proceedings,  whether  before  the  the  validity  of  a  patent  which 
Commission  or  the  court,  the  under  the  law  the  Commission 
amplest  provision  is  made  for  had  no  right  to  do.  The  court, 
notice  to  and  full  hearing  of  all  however,  decided  the  order  of 
parties  interested,  and  for  this  the  Commission  requiring  the 
court,  for  any  of  the  reasons  taking  of  testimony  was  inter- 
urged,  to  anticipate  by  injunc-  locutory  and  for  this  reason  re- 
tlon  the  action  of  the  Commls-  fused  to  interfere, 
sion  and  the  judgment  of  the    ,         _                  

-^      u          ^\.^A         *!,       !««,  INTERSTATE    COHHEBCS «— C07l« 

court   charged   under   the   law  ^^^  ^^  domestic  concebiw 

with  the  review  thereof,  would  BECElTlHfi   8UBJECT   hatter 

be    clearly    an    usurpation    of  through  interstatr  cohhergb. 

authority.  39  "Federal  Trade  Commls- 

37.  "  •  ♦  •  While  undoubt-  gj^n  and  Clayton  Acts  have  no 
edly  the  relief  sought  may  some-  application  to  a  contract  be- 
times  be  afforded  by  injunction,  ^ween  a  domestic  oil  company 
still  it  does  not  seem  to  the  ^^^  ^  domestic  partnership  en- 
court  the  proper  remedy  here,  g^ged  in  the  garage  business," 
where  the  enforcement  of  the  ^^der  the  terms  of  which  the  oil 
order  sought  to  be  enjoined  is  company  lent  the  partnership  a 
exclusively  within  the  Jurisdic-  gasoline  pump  in  consideration, 
tion  of  the  circuit  court  of  ap-  ^^^^^^  ^^^^^  ^^^^^^  ^^  ^^  j^^t^^ 
peals.  WUson  v.  Lambert,  168  agreeing  not  to  use  said  pump 
U.  S.  611,  618.  From  this  court's  ^^^  ^ny  other  product  than  the 
action,  as  weU  in  refusing  as  lender's,  "claimed  by  the  ga- 
granting  an  Injunction  (Judicial  ^^^  partners,  when  sued  under 
Code,  sec.  129),  an  appeal  lies  ,^,  ^^  ^^^^  ^^  ^^^^^  ^^^^^ 
direct  to  that  court,  and  it,  or  a  p^^^y  and  in  restraint  of  trade, 
judge  thereof,  would  doubtless  ^^^^^  ^^^  ^^^^^  involved  was 
stay  proceedings  sought  to  be  brought  to  plaintiff  oil  com- 
enjoined,  where  the  appeal  was  ^^^^^  ^^^^  ^,  business  by  in- 
from  an  order  refusing  an  in-  ^^^^^^^  comment."  (Quota- 
junction,  if  in  the  Judgment  of  ^^^^  ,^„  syllabus.)  Quincv 
the  court  such  action  should  be  ^^  ^^  ^  Sylvester,  March  7, 
necessary  to  meet  the  ends  of  1921, 130  N.  E.  217  (Mass.). 
justice." 

sales  inituted  akb  oonsur- 

INTERLOCOTORT    ORDERS.  HATER  IHTRASTATR  RT   FORBICiN 

38.  In  complaint  No.  29,  Fed-  concern. 

eral  Trade  Commission  v.  The  40.  Where  "  it  appeared  from 

KulamoUne  Co.  (see  1  F.  T.  C.  the  testimony  that  the  respond- 

400),  the  United  States  Circuit  ent   transported   the    bread   in 

Court  of  Appeals  of  the  Second  question  In  its  own  wagons  from 

Circuit,    sitting   in    New   York  Fall  River,  Mass.,  to  Tiverton 

City,  refused  on  August  16, 1918  and  Stone  Bridge,  R.  I.,  their 

(see  memorandum  decision   in  wagons    calling    at    the    retail 

254  Fed.  988),  to  iaterfere  with  stores  in  those  places  and  their 

*Oti  Interstate  commerce,  tee  also  aanotatlona  to  Cla^-ton  Act,  pan. 
'  47-61,  pp.  497-499. 
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drivers  then  and  there  selling  the  its  members  are  so  engaged, 
respondent's  bread  to  such  store-  and,  second,  that  Interstate  corn- 
keepers  as  wanted  to  buy,  and  merce  is  claimed  to  have  been 
then  and  there  delivering  ad-  directly  affected  by  the  alleged 
dltional  bread  gratis  to  the  pur-  unfair  methods  of  competition, 
chasers,*'  Tield,  on  basis  of  de-  Loewe  v.  Lawlor,  supra  [208 
dsion  in  Wagner  v.  City  of  Gov-  U.  S.  274] ;  Eastern  States  Lum- 
ington,  December  8,  1919,  251  ber  Co.  v.  United  States,  supra 
U.  S.  95,  that  interstate  com-  [234  U.  S.  600] ;  Nash  v.  United 
merce  was  not  involved,  and  States,  229  U.  S.  373,  879." 
that  the  Commission,  therefore,  Nafl  Harness  Mfrs,  Ass*n.  v. 
had  no  jurisdiction  to  hold  un-  Federal  Trade  Commission,  De- 
fair  the  giving  of  bread  gratis  cember  7,  1920,  268  Fed.  705, 
under  the  circumstances  con-  709.  (See  case  in  this  volume* 
cerned.  Ward  Baking  Co.  v.  Fed-  p.  570  at  pp.  575,  576.) 
eral    Trade   Commission,   Feb-            

««   ^^«r    ««!   ^n/^  UNFAIB     METHODS     DIBECTLT 

ruary   26,   1920,   264   Fed.   330  affectino. 


43.  "The  contention  that  the 
Harness  Manufiicturers'  Associ- 


(see  case  also  in  Vol.  II  of  Com- 
mission's Decisions  at  pp.  550- 
552,  or  in  1920  "Acts  from  which  ^. 
the  Commission."  etc..  at  pp.  **^^°  ^f  '^^^  ^°^^  *^  ^^°^- 
84-«6).  reversing  Commission's  "^f  «^  !«  answered  by  the  con- 
order  in  1  F.  T.  C.  388.  sderaUon  ♦  ♦  •  "^f^*^^" 
The  court  steted  at  page  331  ^^*^  commerce  is  chimed  to 
(see  Vol.  II  of  Commission's  ^*^«  ^'l^L^*'^^  *^!f*^  ^^ 
Decisions,  p.  551.  or  1920  "  Acts  ^^^  ^"f.f ^  ^f  ^^'^  "^^^^^^  ^' 
from   which   the   Commission,"  "^"^^^l^^?^'    ^^J'  fT^^' 


etc..  at  p.  85) : 

41.  "Doubtless  bread  sold  in 

Massachusetts  to  be  delivered  to  _.    _         rr  ^*  ^  «^  ^       «*^  ^ 

^-      .^^ .    ^    ,     «.    ,     T-i«  ^  ^^^  V.  United  States,  229  U 

the  purchaser  in  Rhode  Island  ^     «_,     g„„    „  ,„  '_ 


supra  [208  U.  S.  274] ;  Eastern 
States  Lumber  Co.  v.  United 
States,  supra  [234  tJ.  S.  600]; 


S.  373,  379."  NaVl  Harness 
Mfrs.  Ass'n.  v.  Federal  Trade 
Commission,  December  7,  1920, 
268  Fed.  705,  709.  (See  case  in 
this  volume,  p.  570  at  pp.  575, 
576.) 


would  be  interstate  commerce. 
but  that  is  not  this  case.  More- 
over, the  commission  is  not  lind- 
Ing  the  act  of  transportation 
from   Massachusetts   to   Rhode 

Island  unfair,  but  the  method  

of  local  sales  made  in  Rhode  JUiwcuL  review— Di  othmal. 

Island.    If  the  respondent  had  44.   "Whatever  may  be  the 

Its  own  stores  in  Rhode  Island  exact  meaning  or  extreme  scope 

and  carried  to  them  from  Mas-  of  the  still  novel  phrase  "un- 

sachusetts  bread  to  be  there  sold,  fair  method  of  competition,"  it 

this  method  of  selling  could  not  is    settled   that   it   is   for   the 

be    considered  interstate    com-  courts  and  not  the  Commission 

merce."  to  determine  as  matter  of  law 

•.».«««i  .«i«wT«>»«A«<i  what   is   and  what   is   not  in- 

TRADE  ASSOCIATIOHS. 

eluded  in  the  phrase.    (Federal, 

42,  "  The  contention  that  the  Etc.,  Commission  v.  Qratz,  258 

Harness  Manufacturers'  Assocl-  U.  S.  421.)     And  this  rule  is 

atlon   is  not  engaged  in  com-  not  avoided  by  stating  as  a  flnd- 

merce  Is  answered  by  the  con-  ing  of  fact  what  is  a  mere  con* 

sideration.  first,  that  many  of  elusion   of  law.     New  Jersejff 
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niBiGlAL  BETISW— IN   flBHBBAli— *  jury  Of  unfair  competttion  in 

OBtiBMd.  business  could  be  lawfully  iu- 

Eto,,  Co,  V.  Trade  CommiBtUm,  ferred.    So,  also,  when  the  case 

264    Fed.    509."    Standard    OU  was  in  equity,  while  it  was  the 

Co.    of   New    York   v.    Federal  province  of  the  judge  to  find  the 

Trade     Commisiion,    May    11,  facts,  It  also  was  his  duty,  and 

1921,  273  Fed.  478,  481.     (See  as  well  the  duty  of  a  reviewing 

case  in  this  volume,  p.  622  at  court,  to  decide  whether,  upon 

p.  626.)  those  ftfcts  so  found,  the  injury 

^^,T....c  »^w»»«  of  unfair  competition  in  busl- 

COUBT*S    FOWEBS. 

ness  existed.    Presumably,  with 

45.  "♦  •  •  while  Congress  this  recognized  existing  jurls- 
has  enacted,  •  ♦  ♦  'that  un-  diction  of  Federal  courts  over 
fair  methods  of  competition  in  cases  of  unfair  business  compe- 
commerce  are  declared  unlaw-  tltion  in  mind,  Ck>ngress  passed 
ful,'  it  has  not  defined  unfair  the  Trade  Commission  Act, 
competition,    or   specified    what  *    ♦    ♦." 

shall  constitute  unfair  competl-  47.  "  Such,  then,  being  the 
tion.  From  this  absence  of  defi-  existing  and  by  the  act  un- 
nition,  it  Is  reasonable  to  infer  changed  jurisdiction  of  such 
that  it  was  in  the  mind  of  Con-  courts  in  reference  to  questions 
grt^ss  that,  as  unfair  competl-  of  unfair  competition  between 
tion  had  long  been  a  subject  of  business  competitors  generally, 
judicial  scrutiny,  determination,  and  that  jurisdiction  being  ex- 
and  was  involved  in  remedial  ercised  on  well-established  legal 
Suits  at  law  for  damages  and  of  principles,  it  follows  that,  when 
injunctive  suits  in  equity,  to  Congress  invoked  an  exercise  of 
prevent  continuance,  the  deflni-  supervisory  power  on  the  part 
tion  and  ascertainment  of  what  of  such  courts  over  the  action  of 
constituted  unfair  competition  the  Trade  Commission,  and 
was  a  legal  question  which  the  enacted  that  this  supervisory 
law  could  determine.  Indeed,  in  power  should  be  exercised  be- 
the  nature  of  things,  it  was  im-  fore  the  orders  of  the  Trade 
possible  to  describe  and  define  Commission  could  be  enforced, 
in  advance  just  what  consti-  it  would  seem  to  follow  that  the 
tuted  unfair  competition,  and  in  supervisory  powers  which  the 
the  final  analysis  it  became  a  court  was  meant  and  intended 
question  of  law,  after  the  fkcts  to  exercise  were  the  usual  pow- 
were  ascertained,  whether  such  ers  exercised  in  the  usual  way 
facts  constitute  unfair  competi-  by  those  courts  when  exercising 
tion  in  business,  for  the  test  of  their  i)ower  to  review,  and, 
fairness,  as  of  fraud,  is  the  ap-  whils  the  act  provided  that  the 
plication  by  the  law  of  nioraf  findings  of  fact  made  by  the 
standards  to  the  actions  of  Commission  were  final  and  con- 
men."  elusive,    it    still    remained    the 

46.  "  While  it  was  the  exclu-  duty  of  the  supervising  court  to 
sive  right  of  a  jury  in  a  case  at  determine  the  same  l^al  ques- 
law  to  tind  the  facts  in  any  tions  which  a  supervising  court 
given  case,  it  stiU  remained  the  had  in  reviewing  acticms  of  the 
duty  of  the  trial  judge»  befbrc  trial  court,  namely,  whether 
entering  judgment,  to  decide  under  all  the  facts  found  by  the 
whether  from  those  facts  the  in-  Trade  Commission  a  case  of  un- 
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fair  busine£e  competition   was   latioDs  of  tliese  parties   were 
established    ♦    •    ♦."  under  review  by  tlie  Ckunmia- 

48.  "To  our  mind,  the  situa-  sion  one  of  the  parties  invoked, 
tion  is  wholly  different  from  that  as  it  had  a  right  to  do»  the  juris- 
of  the  Interstate  Commerce  Com-  diction  of  a  court  in  equity  and 
mission.  There  the  basic  ques-  sought  to  enjoin  such  alleged 
tion  is  the  fixation  of  rates,  unfair  competition,  and  that 
which  is  a  question  of  business  court,  after  hearing,  held  that 
discretion,  and  in  no  sense  a  the  defendant's  business  opera- 
legaU  judicial,  or  moral  one.  tions  did  not  constitute  unfair 
Manifestly,  Congress  did  not  competition,  but,  on  the  con- 
mean  to  confer  upon  the  Trade  trary,  the  complainant's  actions 
Commission  the  power  to  grant  did,  and  the  Trade  Commis- 
injunctions  in  cases  of  business  sion  thereafter,  upon  similar 
competition,  where  courts  would  facts  shown  to  it,  held  the  Cur- 
not  be  justified  in  granting  in-  tis  Company  was  guilty  of  un- 
junctions.  Indeed,  when  Con-  fair  competition  in  business, 
gress,  in  invoking  such  review-  the  mere  existence  of  such  an 
ing  and  supervisory  power,  said  anomalous  and  contradictory 
*  the  court  •  ♦  •  shall  have  holding  of  legal  conclusion  upon 
jurisdiction  of  the  proceeding  the  same  general  facts  in  and  of 
and  of  the  question  determined  itself  suggests  that,  in  the  exer- 
therein,  and  shall  have  power  to  else  of  our  reviewing,  supervi- 
make  and  enter  upon  the  plead-  gory,  jurisdiction,  it  is  for  us  to 
ing9,  testimony,  and  proceedings  decide  whether  the  legal  ques- 
set  forth  in  such  transcript,  a  tion  before  the  Trade  Commis- 
decree  affirming,  modifying,  or  gjon  was  rightly  decided  by  it, 
setting  aside  the  order  of  the  and  in  deciding  that  question 
Commission.'  it  was  using  Ian-  we  may  give  due  consideration 
i^Iage  which  aptly  described  the  to  the  reasoning  and  opinion  of 
customary  jurisdiction  and  the  court  referred  to,  with  a 
power  theretofore  exercised  by  view  to  avoiding  conflicting 
circuit  courts  of  appeals  in  re-  holdings  under  substantially 
viewing  cases  of  alleged  unfair  similar  states  of  fact."  Curtis 
business  «ompetition."  Curtis  Publishing  Co,  v.  Federal  Trade 
Publishing  Co,  v.  Federal  Trade  Commission,  March  2,  1021,  270 
Commission,  March  2,  1921,  270  Fed.  881,  910,  911.  (See  case  in 
Fed.  881,  908,  909.  ( See  case  in  this  volume,  p.  579  at  pp.  612, 
this  volume,  p.  579  at  pp.  610-    618.) 

612.)  SUBSTAHTUL  1iOV9t. 

EFFECT    OF    COUBT    DECXBION 

FASSiNCi   OK  PBACrncE  Di  FBI-       50.  "Injunction  is  so  drastic 
TATE  LrnCLLTiOH.  ,and  prohibitive  a   remedy,   its 

49.  *•  Of  course,  the  decree  in  issuance  by  a  court  of  equity  so 
that  case  [referring  to  adjudl-  carefully  safeguarded,  that  to 
cation  involving  the  same  pri-  have  substantial  question  of  the 
vate  parties  and  same  general  wisdom  of  such  issue  often  suf- 
subject  matter],  where  private  flees  to  withhold.  To  doubt  is 
rights  only  are  concerned,  binds-  to  decide,  and  this  well-founded 
only  the  parties,  and  can  in  no  principle  of  equity  in  itself 
way  aflfect  the  jurisdiction  of  would  lead  a  court  of  original 
the  Trade  Commission ;  but  the  jurisdiction  to  deny  the  strong 
fact  that  while  the  business  re-    arm*  of  injunctive  relief .  •  •  ♦'• 
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/TIDICIAL  B8T IBW— SUBSTABTUL  oppression,  and  at  fair  prices, 

BonBT-r«i>BUne4.  ^^  purcliaseni  willing  to  take  It 

Curti,  PubUthing  Co.  t.  Federta  »P«°  *«™«  '^^'^^  announced. 
Trade    OimmfHon.    March    2.        54.  "  Nothing  is  aUeged  vrWch 

1921.  270  Fed.  881,  814.     (See  **'"**'    ^""^^^    *•»«    conclusion 

case  in  this  volume,  p.  679  at  "^*  "»*  P**""*^  ™"««^  ^"^"^ 

Qyj  V  or  that  competitors  had  reason- 
able    ground     for     complaint 

TEKDENCnSS  OF  PBACTICES.  *     «     # 

51.  "♦     ♦    ♦    A   tendency   is        55.   "The  first  count  of  the 

an  inference  from  proven  facts,  complaint  fails  to  show  any  nn- 

and  an  inference  from  the  facts  fair     method     of     competition 

as  found  by  the  Commission  is  practiced   by    respondents   and 

a  question  of  law  for  the  court,  the  order  based  thereon  was  Im- 

♦    ♦    ♦ "     Standard     Oil     Co,  provident."    McReynolds,  J.,  in 

of  New  York  v.  Federal  Trade  Federal    Trade    CommisMon   v. 

Commission,  May  11,  1921,  273  Gratz,  June  7,  1920,  253  U.  S. 

Fed.  478,  482.     ( See  case  in  this  421,  427-429,  40  Sup.  Ct  672, 

volume,  p.  622  at  p.  627.)  574,  575.    (See  case  also  in  Vol. 

PLBADiNfl  ^^  ^^  Commission's  Decisions,  p. 

664  at  pp.  569,  670,  or  in  1920 

62.  "  If,  when  liberally   con-  « ^.cts  from  which  the  Gommis- 

strued,  the  complaint  is  plainly  gjo^,"  etc.,  p.  98  at  pp.  103,  104. 

Insufficient  to  show  unfair  com-  Qn  same  subject  see  also  an- 

petitlon     within     the     proper  notations  to  Clayton  Act,  pars, 

meaning  of  these  words,  there  52-55  p.  499.) 
is  no  foundation  for  an  order 
to  desist— the  thing  which  may  SCOPE  in  flEitEBAL. 

be  prohibited  is  the  method  of  «        ,  . 

.,j.  la  J     *       A.*.  See  also  ante,  par.  7. 

competition     specified     In     the  '  ^ 

complaint.  Such  an  order  56.  **  On  the  face  of  this  stat- 
should  follow  the  complaint;  ute  the  legislative  intent  is  ap- 
otherwise  it  is  improvident  and,  parent.  Commissioners  are  not 
when  challenged,  will  be  an-  required  to  aver  and  prove  that 
nulled  by  the  court.  any  competitor  has  been  dam- 
58.  "The  complaint  contains  aged  or  that  any  purchaser  has 
no  intimation  that  Warren,  been  deceived.  The  commission- 
Jones  &  Gratz  did  not  properly  ers,  representing  the  Government 
obtain  their  ties  and  bagging  as  as  parens  patriae,  are  to  exercise 
merchants  usually  do;  the  their  common  sense,  as  In- 
amount  controlled  by  them  is  formed  by  their  knowledge  of 
not  stated ;  nor  is  it  alleged'  the  general  idea  of  unfair  trade 
that  they  held  a  monopoly  of  at  common  law,  and  stop  all 
either  ties  or  bagging  or  had  those  trade  practices  that  have 
ability,  purx>ose,  or  intent  to  a  capacity  or  a  tendency  to  in- 
acquire  one.  So  far  as  ap-  Jure  competitors  directly  or 
pears,  acting  independently,  through  deception  of  purchaa- 
they  undertook  to  sell  their  law-  ers,  quite  irrespective  of 
fully  acquired  property  in  the  whether  the  specific  practices 
ordinary  course,  without  de-  in  question  have  yet  been  de- 
ception,   misrepresentation,    or  nounced  in  common-law  cases. 
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But  tlie  restraining  order  of  the  is  to  Interpose  only  In  the  inters 

commissioners   is    merely   pro-  est  of  the  public    ♦    •    ♦ 

visional.    The  trader  is  entitled  59.  "  Counsel  for  the  Oommis- 

to  his  day  in  court,  and  then  slon  calls  our  attention  to  the 

the   same  principles  and  tests  opinion  of  the  Circuit  Court  of 

that  have  been  applied   under  Appeals  for   the   Seventh   Cir- 

the  common  law  or  under  stat-  cult,   not  yet   reported,    Sears, 

utes  of  the  kind  hereinbefore  Roebuck     &     Co.,     petitioners, 

recited,   are   expected   by  Con-  against  Federal  Trade  Commls- 

gress  to  control."    Baker,  J.,  in  si<Hi,  respondent.    [258  Fed.  807. 

Bears  Roehuck  d   Co,  y.  Fed-  See  case  also  in  Vol.  II  of  Com- 

eral   Trade   CommisBion,  April  mission's  Decisions,  p.  536,  or  in 

29.  1919,  258  Fed.  307, 311.   (See  1920    "Acts    from    which    the 

case  also  in  Vol.  II  of  Commis-  Commission,"    etc.,    at   p.    70.] 

sion's  Decisions,  p.  536  at  p.  541,  The  practice  there  prohibited  as 

or  in  1920  "Acts  from  which  unfair  was  extensive  advertising 

the  Commission,"  etc.,  p.  70  at  containing  false  and  misleading 

p.  75.)  statements  calculated  to  deceive  • 

57.  "  It  seems  to  use  that  un-  all  purchasers  and  to  discredit 
fair  methods  of  competition  be-  all  competitors.  It  was  clearly  a 
tween  individuals  are  not  con-  method  unfair  to  the  public  gen- 
templated  by  the  Act.  Congress  erally."  Ward,  J.,  in  Federal 
could  not  have  intended  to  sub-  Trade  CommMHon  v.  Gratz,  May 
mit  to  the  determination  of  the  14,  1919,  258  Fed.  314,  316,  317. 
Commission  such  questions  as  ( See  case  also  in  Vol.  II  of  Com- 
whether  a  person,  partnership,  mission's  Decisions,  p.  545  at  pp. 
or  corporation  had  treated  or  548,  549,  or  in  1920  "Acts  from 
bribed  the  employees  of  a  com-  which  the  Commission,"  etc., 
petitor  for  the  purpose  of  in-  p.  79  at  pp.  82,  83.) 

ducing  them  to  betray  their  em-  60.  "  In  my  opinion.  Congress 
ployer.  We  think  the  unfair  had  in  mind,  in  this  legislation, 
mehods,  though  not  restricted,  the  prevention  of  acts  which 
to  such  as  violate  the  Antitrust  amount  to  unfair  competition  at 
Acts,  must  be  at  least  such  as  their  very  inception.  In  this 
are  unfair  to  the  public  gener-  manner  the  antitrust  law  was 
ally.  It  seems  to  us  that  sec-  supplemented.  To  make  suc- 
tion 5  is  intended  to  provide  a  cessful  either  a  criminal  prose- 
method  of  preventing  practices  cution  or  other  liability  under 
unfair  to  the  general  public,  and  the  Sherman  Act,  it  is  necessary 
very  particularly  such  as  if  not  to  find  that  a  trust  or  monopoly 
prevented  will  grow  so  large  as  is  created  which  restrains  trade, 
to  lessen  competition  and  create  One  act  which  may  be  an  act 
monopolies  in  violation  of  the  of  unfair  competition  may,  of 
Antitrust  Acts.  Such  a  prellmi-  itself,  restrain  trade  and  may  do 
nary  inquiry  and  determination  damage  to  a  complainant  The 
constitutes  a  most  important  Federal  Trade  Commission  Act. 
supplement  in  carrying  on  the  was  intended  to  reach  such  an 
public  policy  which  those  unfair  business  method  where 
acts  are  intended  to  vindicate,  the  antlturst  law  could  not  do 
♦    •    •  so.    Of  course,  if  all  unfair  acts 

58.  "  No  authority  is  given  to  were  dealt  with  by  the  Federal 
any  individual  to  present  his  Trade  Commission,  there  would 
grievances  and  the  Commission  be  no  monopoly  or  trust  created. 
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SCOPE  iH  GBNEBAL— GoBtlBoed.  p.  574,  or  In  1920  "Acts  from 

which  the  Commission,"  etc.,  p. 

It  was  intended  by  section  5  of  gg  ^      ^Qg  v 

the  Act  to  prevent  practices  or  ^   "The  reason  assigned  by 

methods  of  business  unfair  to  ^^^  ^j^^^.^  ^^^^  of  appeals  for 

the  public  which,   If  not   pre-  ^^  ^^^^^^  ^^^^^  ^^^  ^^^^^  ^^ 

vented,  would  grow  and  create  ^^^    Commission    must    be    set 

monopolies,   and   thus   restrain  ^^j^^^  ^^^^  ^^^  Commission 

trade  and  lessen  competition.  ^^  .without  authority  to  de- 

Manton,  J.,  concurring  in  Beechr  ^^^^^^^  ^^^  ^^^j^   ^^  ^p^j^^ 

nut    Packing    Co.  j.    Federal  j^^i^idual     grievances']      was 

^^  ^^rr'**^o'/o^'''To   '  that  the  evidence  failed  to  show 

1020,  264  Fed.  885.  890      (See  ^^^^  ^^^  ^^^^^.^  complained  of 

case  also  in  Vol.  H  of  Commis-  ^^^hough  acted  on  in  individ- 

sion's  Decisions,  p.  556  at  p.  562,  ^^^  ^^^^         respondents)   had 

or  in  1920  "Acts  from  which  the  ^^^^  ^^^^^  .  ^^^^^^  ^^^^^^ . 

CJommission."  etc.,  p.  90  at  p.  ^^^  ^^  ^^^^  ^^  ^^^  p^^^^^l 

^•^  •  Trade  Commission  to  prohibit 
61.  "•  •  ♦  the  Act  under-  an  unfair  method  of  competi- 
took  to  preserve  competition  tion  found  to  have  been  used  is 
through  supervisory  action  of  notT  limited  to  cases  where  the 
the  Commission.  The  potency  of  practice  had  become  general, 
accomplished  facts  had  already  What  section  5  declares  unlaw- 
been  demonstrated.  The  task  of  ful  is  not  unfair  competition, 
the  Commission  was  to  protect  That  had  been  unlawful  before, 
competitive  business  from  fur-  What  that  section  made  unlaw- 
ther  inroads  by  monopoly.  It  ful  were  'unfair  methods  of 
was  to  be  ever  vigilant.  If  competition' ;  that  Is,  the  method 
It  discovered  that  any  business  or  means  by  which  an  unfair 
concern  had  used  any  practice  end  might  be  accomplished.  The 
which  would  be  likely  to  result'  Commission  was  directed  to  act, 
in  public  injury — because  In  Its  If  It  had  reason  to  believe  that 
nature  it  would  tend  to  aid  or  an  'unfair  method  of  competi- 
develop  into  a  restraint  of  tlon  in  commerce  has  been,  or 
trade — ^the  Commission  was  dl-  is  being  used.*  The  purpose  of 
rected  to  Intervene  before  any  Congress  was  to  prevent  any  un- 
act  should  be  done  or  condition  fair  method  which  may  have 
arise  violative  of  the  Antitrust  been  used  by  any  concern  in 
Act.  And  it  should  do  this  by  competition  from  becoming  its 
filing  a  complaint  with  a  view  general  practice.  It  was  only 
to  a  thorough  investigation ;  and,  by  stopping  its  use  before  it  be- 
If  need  be,  the  Issue  of  an  order,  came  a  general  practice,  that 
Its  action  was  to  be  prophylac-  the  apprehended  effect  of  an  un- 
tie. Its  purpose  In  respect  to  re-  fair  method  In  suppressing  com- 
•  straint  of  trade  was  preventive  petition  by  destroying  rivals 
of  diseased  conditions,  not  could  be  averted."  Brandeis,  J., 
cure."  Brandeis,  J.,  dissenting  dissenting  in  Federal  Trade 
in  Federal  Trade  Commi$8ion  v.  Cammi89ion  v.  Qratz,  June  7, 
Qratz,  June  7,  1920,  253  U.  S.  1920,  253  U.  S.  421,  441,  40  Sup. 
421,  435,  40  Sup.  Ct.  572,  577.  Ct  572,  579.  (See  case  also  in 
(See  case  also  In  Vol.  II  of  Com-  Vol.  II  of  Commission's  Decl- 
mission's  Decisions,   p.   564   at  slons,  p.  564  at  pp.  578,  579,  or 
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In  1920  "Acts  from  which  the  sion  we  have  quoted  in   fulL 
Gommiflsion,"  etc.»  p.  98  at  pp.  Those   findings   we   accept   as 
112,  113.)  established,'  and   they   are  the 
63.  On   appeal  from   a  deci-  sole  foundation   on  which  the 
slon  of  the  district  court  grant-  order  of  the  Commission  is  hot- 
ing  a  motion  to  dismiss  a  bill  tomed.     'From   the   foregoing 
filed  by  manufacturers  of  lino-  findings,   the   Commission   con- 
leum  to  enjoin  defendant  from  eludes,*  is  its  own  statement" 
advertising,   offering,  and  sell-  65.  "  Now,  it  is  very  apparent 
ing  as  linoleum  any  product  not  that,  where  the  supervisory  re- 
theretofore  so  known  and  under-  view  by  the  circuit  court  of  ap- 
stood,  on  the  ground  that  "an  peals,  which  Congress  invoked, 
action   for    unfair    competition  provided  that  that  court  'shall 
lies  only  when  a  property  right  have  power  to  make  and  enter 
of  the  complainant  has  been  in-  upon  the  pleadings,  tettimony, 
vaded,  and  the  fact  that  a  de-  and  proceedings    set    forth    in 
fendant  makes  an  article  and  such  transcript,  a  decree,'  it  is 
sells  it  under  a  false  name  or  the   province,   and    indeed    the 
designation  and   thus  deceives  duty,  of  the  reviewing  court,  to 
the  public  does  not  give  a  right  consider,  not  merely  the  findings 
of  action  to  another,  who  makes  of  the  Commission,  but  the  whole 
the    genuine   article    so    desig-  record,   the  whole  proofs,  and 
nated,  where   it  is  not  shown  the   whole  proceeding,   and   to 
that  defendant  has  represented  say,  first,  whether  in  view  of 
or  sold  its  product  as  that  of  all  the  proofs,  the  limited  facts 
complainant "    [quotation  from  found  by  the  Commission  really 
syllabus],  the  circuit  court  of  passed  on  the  pertinent  and  de- 
appeals  in  ArmstroTHf  Cork  Co,  cislve  facts,  and  so  warranted 
V.    Ring  wait   Linoleum   Works,  an  injunction;  and,  second,  if 
AprU   4,    1917,   240   Fed.   1022,  such  limited  facts  do  not  reach 
reversed  the  lower  court  and  re-  the  merits,  and   do   not   alone 
manded  the  case  '*  with  direc-  legally  Justify  and  warrant  a 
tions  to  reinstate  the  bill,  over-  decree  of  unfair  competition  and 
rule  the  demurrer,  without  prej-  injunctive    relief,    then,    since 
udice  to  raising  the  same  ques-  Congress  has  enacted  that  the 
tions  on  final  hearing,  and  to  circuit  courts  of  appeals  'shall 
proceed  to  final  hearing,"  adding  make  and  enter  upon  the  plead- 
that  *'  in  view  of  the  possibility  ings,  testimony  and  proceedings 
of  bringing  such  matters  as  are  set  forth  in  such  transcript,  a 
here    involved   before    Federal  decree  affirming,  modifying,  or 
Trade   Commission,  this   order  setting  aside  the  order  of  the 
is  made  without  prejudice  to  the  Commission,*  it  is  quite  clear 
right  of  the  parties  while  this  that  it  is  not  only  the  province, 
bill  is  pending  to  aK>ly  for  re-  but  the  duty,  of  the  circuit  court 
lief  to'  that  body,  if  it  so  de-  of  appeals,  and  indeed  the  ex- 
sires."     (Which  was  done.    See  pressed    purpose    of    Congress 
findings  and  order  in  1  F.  T.  C.  that     such     reviewing     court 
436.)  should  itself  examine  the  plead- 
'*THAT  Tin  PiNPiifCis  OF  FACT,  IF  iugs,  the  entire  testimony  and 
gUPPOBTBDBTTKSTixoiiT,  SHALL  proceedings,  and  upon  such  in- 
BB  CONCLUSIYB.'*  cluslve  examination   determine 
64.  "    *    *    *    The  findings  whether  the  facts  found  by  the 
of  f^ct  by  the  Trade  Commie-  Commiesion  and  the  proofii  on 
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ANNOTATIONS,  8SC.  f— Continued. 

-THAT  THE  nNDiKfig  OF  FACT,  IF  Interest  of  the  pubUc/    Section 

t^n^^r™!?!"*? '^  Y"^''  4  Of  the  act  defines  a  coipom. 

tion  as  'any  company  or  asso- 
which  the  Commission  made  no  elation,  incorporated  or  nnin- 
findings,  and  which  the  court,  In  corporated  *  which  either  (a)  is 
the  absence  of  such  finding,  it-  organized  to  carry  on  business 
self  finds  and  determines,  ^or  profit  and  has  shares  of  cap- 
legally  established  a  case  of  un-  ^^^  or  capital  stock,  or  (6)  is 
fair  business  competition  by  the  '  without  shares  of  capital  or 
Curtis  Company."  capital    stock,    except    partner- 

66.  "  ♦  ♦  ♦  accepting  in  ships,  which  is  organized  to 
their  entirety  and  finality  all  ^^^^  on  business  for  its  own 
facts  found  by  the  Commission,  profit  or  that  of  its  members.' 
but  taking  the  whole  record  and  The  Harness  Manufacturers* 
the  proofs  on  which  the  Com-  Association  is  a  voluntary,  un- 
mlsslon  has  made  no  finding,  incorporated  association  and 
we  are  satisfied,  as  the  statute  ^^s  without  capital  stock.  It 
provides,  *  upon  the  pleadings,  ^^  ^ot  Itself  engaged  in  business, 
testimony,  and  proceedings  set  Petitioner  contends  that  it 
forth  in  the  transcript,'  the  therefore  is  not  within  the  Act. 
charge  of  unfair  methods  of  ^^^  this  contention  overlooks 
competition  could  not  be  legally  the  fact  that  the  association  is 
adjudged.  If  this  was  a  case  ^^^  t^e  only  one  proceeded 
where  a  trial  court  had  sub-  against ;  but  that  its  officers  and 
mltted  these  proofs  to  a  Jury  the  members  of  its  executive 
from  which  to  find  a  verdict  of  committee,  as  well  as  its  mem- 
unfair  business  competition,  a  bership  generally,  are  included 
reviewing  court  would  be  con-  *°  the  proceedings  as  parties 
strained  to  set  such  verdict  a^^  mtide  subject  to  the  Oom- 
aside  as  not  having  testimony  mission's  order.  The  language 
to  support  it"  Curtis  Publi8hinff  <>'  the  Act  affords  no  support 
Co.  v.  Federal  Trade  CommU-  for  the  thought  that  individuals, 
8i(m,  March  2,  1921,  270  Fed.  Partnerships,  and  corporations 
881,  911.  912,  914,  915.  (See  ^^^  escape  restraint,  under  the 
case  in  this  volume,  p.  579  at  ^^  ^^^^  combining  in  the  use 
pp.  818.  614,617.)  o'  unfair  methods  of  competi- 
tion, merely  because  they  em- 

CSINCOBPOBATSD  TOLUiiTABT  A8S0*  ploy  as  a  medium  therefor  an 

CUTION  NOT  DIBECTLT  ENGAGED  unincorporated,  voluntary  asso- 

IN     BUSINESS  — PBOCEEDING  ,   ^,            t*       1         u"«*^J    i«ov- 

AGAIN8T.  elation,  without  capital  and  not 

itself    engaged    in    commercial 

67.  "  By  section  5  of  the  Fed-  business.  The  order  may  be  en- 
eral  Trade  Commission  Act  the  forced  by  reaching  the  ofllcers 
Commission  is  given  jurisdic*  and  members,  personally  and  in- 
tion  when  it  has  reason  to  be>  dlvldually.  A  voluntary  assod- 
lieve  that  'any  person,  partner-  ation,  having  many  members, 
ship,  or  corporation  has  been  or  may  be  brought  into  court  by 
is  using  any  unfair  methods  of  service  on  its  oflScers  and  such 
competition  in  commerce,  and  if  'of  its  members  as  are  known 
it  shall  appear  to  the  Commis-  and  can  be  conveniently  reached, 
sion  that  a  proceeding  by  it  in  8iiffl<^ent  being  served  to  repre- 
respect  thereof  would  be  to  the  sent  all  the  diverse  interests.** 
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[Citing  cases.]  NaVl  Hamesa  268  Fed.  705,  706,  700.  (See 
Mfr8.  A88*n  v.  Federal  Trade  case  in  this  volume,  p.  570  at 
Commi$8Umy  December  7,  1920,    p.  675.) 

Sec  6.  FURTHER  POWERS/ 

Sec.  6.  That  the  commission  shall  also  have  power — 

(a)  To  gather  and  compile  information  concerning,  ^j^JJa**^^ 
and  to  investigate  from  time  to  time  the  organization,  \^^\^  ^itii 
business,  conduct,  practices,  and  management  of  any  cor-  j2SS5on,**biMi^ 
poration  engaged  in  commerce,  excepting  banks  and  com-  SSttiSw;  eioSpt 
mon  carriers  subject  to  the  Act  to  regulate  commerce,  and  S!2"cJJrier^"* 
its  relation  to  other  corporations  and  to  individuals,  asso- 
ciations, and  partnerships. 

(b)  To  require,  by  general  or  special  orders,  corpora-  „JJ*  ^l!^5S 
tions  engaged  in  commerce,  excepting  banks,  and  com- JSfJSJiIr^SjaBiJt 
mon  carriers  subject  to  the  Act  to  regulate  commerce,  or  SS^cJrfmT*"' 
any  class  of  them,  or  any  of  them,  respectively,  to  file 

with  the  commission  in  such  form  as  the  commission  may 
prescribe  annual  or  special,  or  both  annual  and  special, 
reports  or  answers  in  writing  to  specific  questions,  fur- 
nishing to  the  commission  such  information  as  it  may 
lequire  as  to  the  organization,  business,  conduct,  prac- 
tices, management,  and  relation  to  other  corporations, 
partnerships,  and  individuals  of  the  respective  corpora- 
tions filing  such  reports  or  answers  in  writing.    Such  re-  b^^iSsJ^tfoJ 
ports  and  answers  shall  be  made  under  oath,  or  otherwise,  SilS^tWnroch 
as  the  commission  may  prescribe,  and  shall  be  filed  with  J^S*mmfMion 
the  commission  within  such  reasonable  period  as  the  com-  """^  prescribe, 
mission  may  prescribe,  unless  additional  time  be  granted 
in  any  case  by  the  commission. 

(c)  Whenever  a  final  decree  has  been  entered  against  eithir^»tt**SlS 
any  defendant  corporation  in  any  suit  brought  by  the  puStuTn  ot  It 
United  States  to  prevent  and  restrain  any  violation  of  the  JbSTrv^nS^i 
antitrust  Acts,"*  to  make  investigation,  upon  its  own  initi-  J.^  ^S^^SSi 
ative,  of  the  manner  in  which  the  decree  has  been  or  is*™^  "^^ 
being  carried  out,  and  upoi}  the  application  of  the  At- 
torney General  it  shall  be  its  duty  to  make  such  investiga- 
tion.   It'  shall  transmit  to  the  Attorney  General  a  report 
embodying:  its  findings  and  recommendations  as  a  result  tindii«i  and  wo- 

*f      ^  ^  ommendations  to 

of  any  such  investigation,  and  the  report  shall  be  made  Attorney  oea- 
public  in  the  discretion  of  the  commission. 

'  On  constitutionality,  see  also  ante,  pars.  28,  29,  p.  459. 

ProYlslons  and  penalties  of  sees.  6,  8,  9,  and  10  of  this  Act  made 
applicable  to  the  jurisdiction,  powers,  and  duties  conferred  and  imposed 
upon  the  Secretary  of  Agriculture  by  sec.  402  of  the  '*  Packers  and  Stock- 
yards Act,  1921.'*  approved  Aug.  16.  1921,  ch.  64.  42  Stat.  159. 

*•  For  text  of  Sherman  Act.  see  footnote  on  pp.  483-485.  As  enumerated 
In  last  paragraph  of  sec.  4  of  this  act,  see  p.  444. 
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See.  6.  FURTHER  POWERS--Continiied. 
To  invMtiMU.     (d)  Upon  the  direction  of  the  President  or  either 

on    oirftotioii        ^     '         '' 

dthn^HmiU  iS!  House  of  Congress  to  investigate  and  report  the  facts  re- 
o?aBtitru?2Su!  l^^'ti^g  ^  ^^7  alleged  violations  of  the  antitrust  Acts  ^  by 

any  corporation. 
and^mikrrSwnJ  (®)  Upon  the  application  of  the  Attorney  General  to 
?ppH cation  ®c3  ^^"^^^8*^^  ^^^  make  recommendations  for  the  readjust- 
«S°'"  tor  ^r«ad'  D^®^*  ^^  *^®  busiucss  of  any  corporation  alleged  to  be  vio- 
iS!?°?f* ^L\^^ lating  the  antitrust  Acts ^  in  order  that  the  corporation 
truit^Mu'  *°*^  ^^*y  thereafter  maintain  its  organization,  management, 

and  conduct  of  business  in  accordance  with  law. 
iiJ*^aa°it*d^B  (^)  '^^  make  public  from  time  to  time  such  portions  of 
SSf oMnfoma"  *^®  information  obtained  by  it  hereunder,  except  trade 
uon  obuineA  secrets  and  names  of  customers,  as  it  shall  deem  expedient 
to^oSSwTto^ ^'^  *^®  public  interest;  and  to  make  annual  and  special 
5m*mendatioM  ^^P^^*^  ^  *^®  Cougrcss  and  to  submit  therewith  recom- 
Son."*^  ^««*^'*  mendations  for  additional  legislation ;  and  to  provide  for 
To  provide  for  the  publication  of  its  reports  and  decisions  in  such  form 
reports  and  de- and  manner  as  may  be  best  adapted  for  public  informa- 
tion and  use. 
powSioi?*^aTd  (g)  From  time  to  time  to  classify  corporations  and  to 
rSJj^tiOTr  iSS?i^ake  rules  and  regulations  for  the  purpose  of  carrying 
SSatio?  0*^  aJS!  out  the  provisions  of  this  Act. 

forSgntlSSSS?  (^)  "^^  investigate,  from  time  to  time,  trade  conditions 
fo«dJn  ^Side*  ol  ^^  ^^^  ^^^^  foreign  countries  where  associations,  com- 
TOrtui^  to**%on^  ^^^^*^^^^'  ^^  practiccs  of  manufacturers,  merchants,  or 


omme^daUoM^^^®^'  ^^  othcr  conditious,  may  affect  the  foreign  trade 
deemed  adru-Qf  the  United  States,  and  to  report  to  Congress  thereon, 
with  such  recommendations  as  it  deems  advisable. 

ANNOTATIONS. 

68-71.  ••  Manii&ctare  »•  or  ••prodnc-  of  the  Navy  Department,  under- 

tlon"    diBttagBlahed     from  took  to  make  an  investigation  to 
commerce  —  As      affecting  7^  ^         m 

rt^t  to  InTettlgate  concern  ascertain  costs  of  production  of 

nnder  Clause  A.  a  patented  product,  in  the  man- 

72-79. As   affecting  right  to    hf acture  of  which  certain  secret 

^md^  reports     under    processes   were    also    ipvolved; 

that  the  purpose  of  said  investi- 

"  V«'l-'.\7J',\V«?!.7.f »«  8«tt«»  ''"  to  '«"»»«»'  tte  Navy 

''COKHIBCE'* AS  iPflGTiNQ  Department  With  iniormation  to 

BiCHT  TO  nmsnttin  oohckkh  enable  it  to  come  to  a  conclusion 

mVBL  €LiV8i  A.«  as  to  the  price  it  should  pay  for 

68.  Where   it   appeared   that  said  product ;  that  no  complaint 

the  Oommission,  at  the  request  of  unfair  competition  had  beei 


*■  Vto  text  of  Sherman  Act,  see  footnote  on  pp.  48S  485.  Aa  cBamerated 
In  last  paragraph  of  sec  4  of  this  act,  see  p.  444. 

*On  interstate  commerce,  see  also  antt,  para.  39-43  (pp.  462,  463),  and 
annotatlona  to  Ciajtoa  Act,  para.  47-51  (pp.  4t7-49t). 
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made  against  the  manufacturer  tal  thereto  constitute  commerce ; 

concerned ;  that  no  such  element,  and  the  regulation  of  commerce 

furthermore,  was  in  any  way  in-  in  the  constitutional  sense  em- 

volvcd  in  the  case  and  that  no-  braces  the  regulation  at  least  of 

where  had  it  been  made  to  ap-  such   transportation.     ♦     ♦     ♦ 

pear    that    the    defendant    was  If  it  be  held  that  the  term  in- 

"  engaged    in    interstate    com-  eludes  the  regulation  of  all  such 

mercc  in  any  other  way  than  manufactures  as  are  intended  to 

any   other  corporation   or  any  be   the   subject   of   commercial 

citizen  may  be  so  engaged,  by  transactions  in  the  future,  it  is 

making     one     or     more     ship-  impossible  to  deny  that  it  would 

ments    of   manufactured   goods  also  Include  all  productive  in- 

from  one  State  into  another":  dustries    that    contemplate    the 

Held,  in  United  States  v.  Biisic  same  thing.     The  result  would 

Products  Co.,  September  9,  1919,  be  that  Congress  would  be  in- 

260  Fed.  472,  that  such  investi-  vested,  to  the  exclusion  of  the 

gation,  under  the  circumstances  States,  with  the  power  to  regu- 

involved,  was  beyond  the  pow-  late,  not  only  manufactures,  but 

ers  of  the  Commission.'  also    agriculture,    horticulture. 

The   court   stated,   inter  alia  stock  raising,  domestic  fisheries, 

(p.  481)  :  mining — in  «hort,  every  branch 

69.  "  ♦  ♦  •  investigation  of  human  industry.  For  is  there 
under  subdivision  (a),  section  one  of  them  that  does  not  con- 
6,  is  limited  to  corporations  en-  template,  more  or  less  clearly, 
gaged  in  interstate  commerce,  an  interstate  or  foreign  market 
The  defendant  is  engaged  in  •  ♦  ♦.*"  (See  case  in  this 
manufacture.  volume,  p.  542  at  p.  553.) 

70.  "A  comprehensive  consid-  

eration  of  the  lack  of  constitu-    ^  AFFBcraa  eiwit  to  w. 

r,        ,      "   J^^/^               ,    ^  \  MANDBEPOllTS  UNDER  CLAUSKB. 

tional   authority   over   mdustry 

is  found  In  the  language  of  Mr.  72.  "  The  plaintiff  is  a   cor- 

Justice   Lamar,    who   delivered  poration  engaged  in  the  mining, 

the  opinion  of  the  court  in  Kidd  production,  and  sale  of  bltumi- 

V.  Pearson,  128  U.  S.  1,  20,  21,  nous  coal.     It  owns  and  oper- 

9  Sup.  Ct.  6, 10  (32  L.  Ed.  346),  ates    mines    in   Kentucky    and 

as  follows:  Ohio.      Practically    all    of   the 

71.  "'No  distinction  is  more  coal  mined  in  Kentucky  and 
popular  to  the  common  mind  or  about  one-half  of  the  coal  mined 
more  clearly  expressed  in  eco-  in  Ohio  is  shipped  to  points 
nomic  or  political  literature  without  those  States,  and  the 
than  that  between  manufacture  remainder  of  that  mined  in 
and  commerce.  Manufacture  is  Ohio  to  points  in  that  State.  On 
a  transformation — ^the  fashion-  January  31,  1920,  the  defendant 
Ing  of  raw  materials  Into  a  Commission  served  upon  a  large 
change  of  form  for  use.  The  number  of  coal-mining  corpora- 
functions  of  comnaerce  are  dif-  tions,  including  the  plaintiff,  an 
ferent.  The  buying  and  selling  order  requiring  them  to  report 
and  the  transportation  inciden-  'monthly    costs    of   production 

*Tbc  caae  came  op  on  &  peUtlon  for  a  writ  of  numdamiui  against  tha 
company  filed  by  the  Attorney  General  at  the  raqoeit  of  the  Commission. 
Demurrer  to  the  answer  of  defendant  was  orerraled  and  the  petition 
refused.  In  connection  with  this  case  see  fourth  paragraph  of  footnote  to 
Federal  Trade  Commission  Act  on  pp.  440,  441. 


474                          AOTS  ADMIKISTEBED  BY  OOMMISSIOIT. 

ANNOTATIONB,  BBC.  C— ContUiaed. 

••■11VVF1CTUKS'*0B*'PB01>V0.  would  apply  as  well  to  a  coc- 

TlON-»igTlK«ui8HE»FEOil  poration    whose    business    was 

**  GOHKEBGE  *'— AS    AFFE€T1KG  ,    ,,        ^    ^       V^                T       ^^ 

BIGHT  TO  DEMAND  BEP0BT8  UK-  wholly    intrastate    as    to    the 

DEB  CLAUSE  B — CoatiBBe^.  plaintiff.     The    defendant    un- 
questionably is  demanding  iii- 

and  other  data,  as  set  out  in  formation  as  to  Intrastate  com- 

specification   accompanying  the  merce  and  as  to  coal  production, 

order/    ♦    ♦    ♦."     No  question  and  frankly  asserts  the  right  to 

of  unfair  competition   was   in-  do  so. 

volved,  but  defendant  "asserts  75.  "That  there  is  a  radical 
that  such  information  is  sought  distinction  between  production 
for  a  lawful  purpose  within  the  and  commerce  is  clear.  [Also 
scope  of  the  powers  conferred  quoting  that  part  of  Kidd  v. 
upon  the  defendant  by  section  Pearson,  128  U.  S.  1,  20,  quoted 
6  of  the  said  Commission  Act."  ^^  United  States  v.  Basic  Prod- 
Held,  that  under  the  circum-  «c*«  Oo.,  supra  (par.  No.  71).]" 
stances  the  Commission  had  no  '^^^  "  ^^  the  case  of  a  corpora- 
right  to  demand  such  a  report,  ^ion  doing  a  wholly  intrastate 
Maynard  Coal  Co,  y.  Federal  business  could  it  be  said  that 
Trade  Commission*  April  19,  Congress  had  any  visitorlal 
1920,  Supreme  Court  of  the  Dls-  Power  under  the  commerce 
trict  of  Columbia.  (Not  re-  clause  of  the  Ck>nstitutIon  of  the 
ported  In  Reporter  series.)  United  States?  Clearly  it  has 
The  court  stated,  inter  alia:  "^^t.    The  fact  that  it  happens  to 

73.  "  ♦  ♦  ♦  the  Commission  ^®  ^^  same  corporation  in  this 
in  its  answer  *  denies  that  the  instance  which  mines  and  ships 
plaintiff  has  the  right  to  segre-  the  coal  does  not  give  Congress 
gate  its  business  and  to  say  that  *ny  greater  powers  to  regulate 
part  of  its  business  is  interstate  Production  or  the  intrastate 
and  part  is  intrastate,  but  in  commerce  of  such  corporation, 
order  to  ascertain  if  defendant  The  visitorial  power  of  Con- 
is  engaged  in  commerce  the  fi^ess  is  limited  to  that  part  of 
courts  will  look  to  the  entire  ^®  business  over  which  it  has 
business  transactions  of  the  control,  and  which  under  the 
plaintiff,  and  if  any  part  of  its  Constitution  It  has  the  power  to 
business  is  intrastate  and  a  part  regulate." 

interstate  and  the  whole  busi-  '^'  "The   power   claimed   by 

ness  is  conducted  under  one  or-  ^®  Commission  is  vast  and  un- 

ganization  as  is  set  forth  and  ad-  Precedented.      The    mere    fact 

mitted  in  the  plaintiff's  bill,  then  ^at  a  corporation  engaged   in 

the  defendant  insists  that   the  n^lnlng  ships  a  portion   of  its 

plaintiff,    considering   1^   busi-  Product  to  other  States  does  not 

ness  as  a  whole  (is  engaged  in)  subject  its  business  of  produc- 

interstate  commerce  and  the  de-  **^^  ^^  ^^  intrastate  commerce 

fendant  has  the  right  to  ask  the  *<>     ^«    powers    of    Congress 

information  sought.'  ♦    ♦    ♦." 

74.  "And  the  iuformation  TS.  "The  corporations  re- 
sought  in  this  case  Is  such  as  ferred  to  in  the  Act  are,  by  Its 

■  GnntlBff  temporary  Injimctioii  against  the  Cbmmlnloii.  In  eomiMtioa 
with  tlda  case  see  toartta  paragraph  of  footnote  to  F^ederal  Tnde  Commii- 
atOD  Act  on  pp.  440,  441. 
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terms,  limited  to  those  engaged  chiefly  or  wholly  to  production. 

In    *  commerce'    as    defined    in  and  under  its  order  the  infor- 

the   Act,    and    all    the    powers  matlon  which  it  has  the  power 

vested  in  the  Commission  should  to  demand  can  not  be  separated 

be,  and  it  seems  may  be,  con-  from  that  over  which  it  has  no 

strued     with     this     limitation,  control    *    *    *. 

But   the   Commission    has   un-  79.  "It     follows,     therefore, 

dertaken   to  construe  the   Act  that  the  Commission   can   not 
otherwise,    and    to   take   steps  .  compel  the  making  of  the  re- 

under   its   construction   of   the  ports  which  It  has  demanded  of 

Act  to  require  information  and  the  plaintiff."    (See  case  in  thi^ 

reports   not   relating   to   inter-  volume,  p.  555  at  pp.  558,  568, 

state    commerce,    but    relating  564.) 

See.  7.  SUITS  IN  EQUITY  UNDER  ANTITRUST  ACTS. 
COMMISSION  AS  MASTER  IN  CHANCERY. 

Sec.  7.  That  in  any  suit  in  equity  brought  by  or  under , J'jJiJ  S*£o2: 
the  direction  of  the  Attorney  General  as  provided  in  the  ">*«io"' 
antitrust  Acts,"'  the  court  may,  upon  the  conclusion  of  the 
testimony  therein,  if  it  shall  be  then  of  opinion  that  the 
complainant  is  entitled  to  relief,  refer  said  suit  to  the  •»<>  report  an  ap- 

.  propriatc  f o rn 

commission,  as  a  master  in  chancery,  to  ascertain  and  of  decne. 
report  an  appropriate  form  of  decree  therein.    The  com- 

•      •  111  1  ix*x     J.1-  J.'  J      Comxninioii  to 

mission  shall  proceed  upon  such  notice  to  the  parties  and  proceed  on  no- 
under  such  rules  of  procedure  as  the  court  may  prescribe.  Lid  uJ^e^beS 
and  upon  the  coming  in  of  such  report  such  exceptions  tio^    Pn^eS^ 
may  be  filed  and  such  proceedings  had  in  relation  thereto  equity' cauM. 
as  upon  the  report  of  a  master  in  other  equity  causes,  but 
the  court  may  adopt  or  reject  such  report,  in  whole  or  in  adoi^^or  r^i 
part,  and  enter  such  decree  as  the  nature  of  the  case  may  or^^part^ 
ir  its  judgment  require. 

ANNOTATIONS. 

••  THAT  iH  INT  stTTT    ♦   ♦    ♦    THB    guch     course     not     considered 
COUBTHAT   ♦  •   •   KmasiiB    necessary    under    the    circum. 

SUrr  TO   THB   COK1II88ION   A8   A       ^  ^^    ..  ,       _    ... 

■AOTD  w  CHAHCHii.-  wc  ^tences  of  the  cage  in   United 

StateB  V.  Baatman  Kodak  Co.^ 
80.  Above  possibility  called  to    Auiruat  24.  1915,  226  Fed.  62.  81. 
the  attention  of  the  court,  but 

Sec  8.  COOPERATION  OF  OTHER  DEPARTMENTS  AND 
BUREAUS.* 

TofuraliK 

Sec.  8.  That  the  several  departments  and  bureaus  of  when  directed  by 
the  Government  when  directed  by  the  President  shall  fur-  y^^gj"'  JjJ 
nish  the  commission,  upon  its  request,  all  records,  papers, to^deufl^oacuto 
and  information  in  their  possession  relating  to  any  corpo- 

*•  For  text  of  Shermaa  Act.  see  footnote  on  pp.  488-^86.  As  «nainerated 
In  last  paragraph  of  sec.  4  of  this  act,  see  p.  444. 

•Provisions  and  penalties  of  sees.  6,  8,  0,  and  10  of  this  Act  mads 
applicable  to  the  Jurisdiction,  powers,  and  duties  conferred  and  Imposed 
upon  the  Secretary  of  Agriculture  by  sec.  402  of  the  "  Packers  and  StiMk- 
yards  Act,  1921/*  approved  Aug.  15,  1021.  ch.  64,  42  Stat.  159. 
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Sec.  8.  COOPERATION  OF  OTHER  DEPARTMENTS  AND 

BUREAUS— Contlniied. 

ration  subject  to  any  of  the  provisions  of  this  Act,  and 
shall  detail  from  time  to  time  such  officials  and  employees 
to  the  commission  as  he  may  direct. 

Sec.   9.   EVIDENCE.    WITNESSES.    TESTIMONY.    MAN- 
DAMUS TO  ENFORCE  OBEDIENCE  TO  ACT.* 


Oommission 
have    access 


to  Sec.  9.  That  for  the  purposes  of  this  Act  the  commis- 
documenteiy  evi- sion,  or  its  duly  authorized  agent  or  agents,  shall  at  all 
to  copy  same,  reasonable  times  have  access  to,  for  the  purpose  of  ex- 
amination, and  the  right  to  copy  any  documentary  evi- 
dence of  any  corporation  being  investigated  or  proceedci 
teidin^f' w*t  against ;  and  the  commission  shall  have  power  to  require 
duduon'^o^f  V^-  ^y  subpoena  the  attendance  and  testimony  of  witnesses  and 
^«°^*'  the  production  of  all  such  documentary  evidence  relating 

to  any  matter  under  investigation.  Any  members  of  the 
•  oath*8^**S£-ma*^^^^^^™^^^^^^  ^^^  ^^^  subpoBuas,  and  members  and  ex- 
Vion'of  ^tSSaw'  ^miners  of  the  commission  may  administer  oaths  and  af- 
Ree^tion  of  eri-  firmations,  examine  witnesses,  and  receive  evidence. 
ewSf^STma  *be  ^^^^  attendance  of  witnesses,  and  the  production  of 
i^^^'^^lacl^u^^^^  documentary  evidence,  may  be  required  from  any 
United  sutes.  place  in  the  United  States,  at  any  designated  place  of 
^^^j["^JJ;j^^«  hearing.  And  in  case  of  disobedience  to  a  subpoena  the 
inv?E*Sd  of *a*^  commission  may  invoke  the  aid  of  any  court  of  the  United 
court!***  ******  States  in  requiring  the  attendance  and  testimony  of  wit- 
nesses and  the  production  of  documentary  evidence. 

tunuicy'*o?'  dis"     "^^^  ^^  ^^®  district  courts  of  the  United  States  within 
obedienc^e^of  sub-  the  jurisdiction  of  which  such  inquiry  is  carried  on  may, 

ju r isdicSo?  in-  ^^  ^^^^  ^^  contumacy  or  refusal  to  obey  a  subpoena  issued 
oSSenSI!^  ^^^^^  ^^  ^^y  corporation  or  other  person,  issue  an  order  requir- 
ing such  corporation  or  other  person  to  appear  before  the 
commission,  or  to  produce  documentary  evidence  if  so 

the?«ifter^*u'll?*  ^''d®^®^?  ^r  to  givc  cvideuce  touching  the  matter  in  ques- 
i^bie  as  con-  tiou ;  and  any  failure  to  obey  such  order  of  the  court  may 

be  punished  by  such  court  as  a  contempt  thereof. 

Di^rt  S^^S     Upon  the  application  of  the  Attorney  General  of  the 

lFtorJey*oener2  United  States,  at  the  request  of  the  commission,  the  dis- 

piiaSSl°iirttk  aS!  *rict  courts  of  the  United  States  shall  have  jurisdiction 

to  issue  writs  of  mandamus  commanding  any  person  or 

corporation  to  comply  with  the  provisions  of  this  Act  or 

any  order  of  the  conmiission  made  in  pursuance  thereof. 

*ProylBioii8  and  penalties  of  sees.  6,  8,  0,  and  10  of  this  act  made 
applicable  to  the  Jurisdiction,  powers,  and  duties  conferred  and  imposed 
apon  the  Secretary  of  Agriculture  by  sec.  402  of  the  *'  Packers  and  Stock- 
yards Act,  1921/'  approved  Aug.  16,  1921,  ch.  64,  42  SUt.  169. 
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paid  tiitj  same  itMxs  ;jr.u  ni  .*•  •'.»  :\-  '  •  -*   '  /•'  -^  **r.-o  ..•  ^i, '■.'•.  ^'  ^^'^    ' 

uubh  oil  '^n  -'.ui  ^.\»i  i.i    >»    t'yT  *•  '-    "?'    -  *   /  f/>  (,; 
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hi.  "Tin*  Act  is  nLso  aSN;-"    1     A    I   *'r  '   v  ^tm^.c;.)'     o-  i's    ! 


a."   vioiniin;:  the  founh  Kin«';il-     «,..?''.«-•—.'     <^o-.  -t     <•>•      nt^  •  *s. 
I'ui*,     wi-:-;!)     proto«'t>.     apHiust     l^- '•»•  •^.^--vc  fo    -r.-^i-  «^tp  pt*  ^      • 

si'iu^  are  pn>v<«lp<1  for  by  t)w*  so-    of  an^   -^or^Avofo  ■  hf»inc  i^      - 
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ANNOTAnONSk  BEC  »— Omtlnued. 

coifSTTrmoiiAiJTT— AS  TiOLiTDfa    GomDiisslon  has  not  attempted 
f  JfrSl^L™  ^S[  «S^?!:    to    exercise    them.     Section    9 

ABLE  8EABCHE8  AND  8EIZUBE8 —       ^^         , 

0»atiBBe4.  Otherwise  contains  complete  pro- 
vision for  enforcing,  by  sub- 
tigated  or  proceeded  against*;  poena,  the  attendance  and  testl- 
a  provision  whose  enforcement  mony  of  witnesses  and  the  pro- 
is  provided  for  by  section  10,  duction  of  all  documentary  evl- 
which  subjects  any  person  to  dence  relating  to  any  matter 
fine  or  imprisonment,  or  both,  under  investigation.  Beyond 
'who  shall  willfully  refuse  to  this  the  Commission  has  not 
submit  to  the  Commission  or  to  gone.  That  one  attacking  a 
any  of  its  authorized  agents,  for  statute  as  unconstitutional  must 
the  purpose  of  inspection  and  show  that  the  alleged  unconsti- 
taking  copies,  any  documentary  tutional  feature  Injures  him  la 
evidence  of  such  corporation  in  settled  by  a  long  line  of  anthori- 
his  possession  or  within  his  con-  ties.  [Citing  cases.]  NaVl 
trol.*  Harness  Mfrs,  Ass^n  v.  Federal 

82.  "  Of   this   criticism   it   Is  Trade  CommisHim,  December  7, 

enough  to  say  that  the  provisions  1920,  268  Fed.  705,  708.     (See 

in  question  of  sections  0  and  10  case  in  this  volume,  p.  570  at 

are  not  before  this  court    The  p.  574.) 

Sec.  10.  PENALTIES." 

■•*»«*  to  t"-     Sec.  10.  That  any  person  who  shall  neglect  or  refuse  to 
Jjcc  ^jjjj^  attend  and  testify,  or  to  answer  any  lawful  inquiry,  or  to 
to'flSc^r  Im* riS^  produce  documentary  evidence,  if  in  his  power  to  do  so, 
omnent,  or  both,  in  obedieuce  to  the  subpcena  or  lawful  requirement  of  the 
commission,  shall  be  guilty  of  an  offense  and  upon  con- 
viction thereof  by  a  court  of  competent  jurisdiction  shall 
be  punished  by  a  fine  of  not  less  than  $1,000  nor  more 
than  $5,000,  or  by  imprisonment  for  not  more  than  one 
year,  or  by  both  such  fine  and  imprisonment. 
•tftementil^w     "^^J  persou  who  shall  willfully  make,  or  cause  to  be 
*JJJJJ,^^^^J]>  made,  any  false  entry  or  statement  of  fact  in  any  report 
menura'*JrideTOe"  required  to  be  made  under  this  Act,  or  who  shall  will- 
to  ^Srt^SSiST  ^'^^^y  nc^aJ^®?  or  cause  to  be  made,  any  false  entry  in  any 
•*«•.  o'  account,  record,  or  memorandum  kept  by  any  corpora- 

tion subject  to  this  Act,  or  who  shall  willfully  neglect  or 
fail  to  make,  or  to  cause  to  be  made,  full,  true,  and  cor- 
rect entries  in  such  accounts,  records,  or  memoranda  of 
mU  facts  and  transactions  appertaining  to  the  business  of 
such  corporation,  or  who  shall  willfully  remove  out  of 

» On  constitudonaUty,  as  Tiolating  proTision  against  unreasonable 
searches  and  seizures,  see  ante,  pars.  28,  29,  p.  460,  and  par.  81,  p.*  477. 

Provisions  and  penalties  of  sees.  6,  8,  9,  and  10  of  this  Act  made 
applicable  to  the  Jurftdlctiott,  powers,  and  dnttea  conferred  and  impeeed 
upon  the  Secretary  of  Agricaltnre  by  sec.  402  of  the  *'  Packers  and  Stock- 
yards Act,  1921/'  approved  Aug.  16,  1921,  cIl  64,  42  SUt.  169. 
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the  jurisdiction  of  the  United  States,  or  willfully  muti- 
late, alter,   or  by  any  other  means  falsify  any  documen- 
tary evidence  of  such  corporation,  or  who  shall  willfully  to^St'^S 
refuse  to  submit  to  the  commission  or.  to  any  of  its  au-  S^ooSSniiw^ 
thorized  agents,  for  the  purpose  of  inspection  and  taking 
copies,  any  documentary  evidence  of  such  corporation  in 
his  possession  or  within  his  control,  shall  be  deemed 
guilty  of  an  offense  against  the  United  States,  and  shall 
bo  subject,  upon  conviction  in  any  court  of  the  United  lect  to  ^lue^or 
States  of  competent  jurisdiction,  to  a  fine  of  not  less  than  tSS?***""*"*'  *^' 
$1,000  nor  more  than  $5,000,  or  to  imprisonment  for  a 
term  of  not  more  than  three  years,  or  to  both  such  fine 
and  imprisonment. 

If  any  corporation  required  by  this  Act  to  file  any  an-  poSu ™  Jf  *«• 
nual  or  special  report  shall  fail  so  to  do  within  the  time  ^^^^^  "p**'*- 
fixed  by  the  commission  for  filing  the  same,  and  such 
failure  shall  continue  for  thirty  days  after  notice  of  such 
default,  the  corporation  shall  forfeit  to  the  United  States  e«S*''£S?r  coS^ 
the  sum  of  $100  for  each  and  every  day  of  the  continu-  **""**  «»fla«- 
ance  of  such  failure,  which  forfeiture  shall  be  payable 
into  the  Treasury  of  the  United  States,  and  shall  be  re- 
coverable in  a  civil  suit  in  the  name  of  the  United  States  ci^^^S^6\l 
brought  in  the  district  where  the  corporation  has  itSpi^Jauo"  hiu 
principal  office  or  in  any  district  in  which  it  shall  do  SJ*  ^I^busiSJ! 
business.     It  shall  be  the  duty  of  the  various  district  ^^^'^j^^'^'J'^JJ 
attorneys,  under  the  direction  of  the  Attorney  General  JJJ^'*  '®'  '•" 
of  the  United  States,  to  prosecute  for  the  recovery  of  for- 
feitures-    The  costs  and  expenses  of  such  prosecution 
shall  be  paid  out  of  the  appropriation  for  the  expenses  of 
the  courts  of  the  United  States. 

Any  officer  or  employee  of  the  commission  who  shall  ^j^^J^^^^ 
make  public  any  information  obtained  by  the  commission  piSJJJf **Jf**^^: 
without  its  authority,  unless  directed  by  a  court,  shall  be  SSf  °5y  l^'Sr 
deemed  guilty  of  a  misdemeanor,  and,  upon  conviction  }J^*°"*°*  •' 
thereof,  shall  be  punished  by  a  fine  not  exceeding  $5,000, 
or  by  imprisonment  not  exceeding  one  year,  or  by  fine 
and  imprisonment,  in  the  discretion  of  the  court. 

Sec   11.  ANTITRUST  ACTS  AND  ACT  TO  REGULATE 
COMMERCE. 

Sec.  11.  Nothing  contained  in  this  Act  shall  be  con- ^ J°]^«^*«" 'v 
strued  to  prevent  or  interfere  with  the  enforcement  of 
the  provisions  of  the  antitrust  Acts  ^^  or  the  Acts  to  regu- 

*^  Tot  text  of  Sherman  Act,  see  footnote  on  pp.  483-485.    Aa  enumerated 
la  last  paragraph  of  sec.  4  of  this  act,  see  p.  444. 
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legal  questions,  viz,  whethw  de-  his  wttl.    The  contract  and  the 

fendant  has  the  right  to  decline  price  are  legally  mere  surplus- 
business,  and  whether  it  is  any-  age :  the  constitutional  violation 
body's  business  why  the  busi-  lies  in  the  compulsion  whereby 
ness  is  declined/*  Oreai  At-  he  is  deprived  of  his  property 
lantio  d  Paciflo  Tea  Co.  v.  for  a  private  purpose.  If  de- 
Cream  of  Wheat  Co,,  July  20,  fendant's  actual  scheme  of  in- 
1915,  224  Fed.  566,  572 ;  affirmed  terstate  business  is  unlawful, 
November  10,  1915,  227  Fed.  46.  the  United  States  certainly,  and 

BIGHT  TO.  °^^     perhaps     an     individual 

plaintiff  can  put  it  out  of  busi- 

See  also  ante,  par.  23.  ^ggg .  ^^^  neither  the  Nation  nor 

86.  "  ♦  ♦  ♦.  Numerous  In-  any  Individual  can  take  away 
dividuals  and  corporations  have  Its  property  with  or  without 
been  enjoined  from  restraining  compensation  for  the  private 
the  trade  of  other  people,  no  use  of  anyone."  Oreat  Atlantic 
matter  how  flourishing  the  rf  Pacific  Tea  Co,  v.  Cream  of 
offenders'  trade  might  be,  nor  Wheat  Co,,  July  20,  1915,  224 
how  greatly  the  general  volume  Fed.  566,  574,  575. 

of  trade  had  increased  during  88.  "  ♦     ♦     ♦     We  had  sup- 

the   period   of   restraint.     But  posed  that  It  was  elementary 

never  before  has  it  been  urged  law  that  the  trader  could  buy 

that,  if  J.  S.  made  enough  of  from  whom  he  pleased  and  sell 

anything   to   supply   both   Doe  to  whom  he  pleased,  and  that  his 

and  Roe,  and  sold  it  all  to  Doe,  selection   of   seller   and   buyer 

refusing  even  to  bargain  with  was   wholly   his   own   concern. 

Roe,  for  any  reason  or  no  rea-  'It  is  a  part  of  a  man's  civil 

son,  such  conduct  gave  Roe  a  rights  that  he  be  at  liberty  to 

cause  of  action.     If  Congress  refuse  business   relations  with 

has  sought  to  give  him  one,  the  any    person    whomsoever, 

gift  is  invalid,  because  the  stat-  whether  the  refusal  rests  upon 

ute  takes  from  one  person  for  reason,  or  be  the  result  of  whim, 

the  private  use  of  another  the  caprice,   prejudice,    or   malice.' 

first  person's  private  property.  Cooley  on  Torts,  page  278.    See, 

87.  "  Using  the  word  '  sell '  or  also,  our  ovm  opinion  in  Greater 
'  sale '  conceals  the  issue.  If  a  New  York  Fihn  Co,  v.  Biograph 
man  prefers  to  keep  what  he  Co.  203  Fed.  39, 121,  O.  O.  A.  375. 
has,  an  offer  of  money  to  salve  89.  "  Before  the  Sherman  Act 
the  taking  thereof  does  not  pre-  it  was  the  law  that  a  dealer 
vent  such  taking  from  being  might  reject  the  offer  of  a  pro- 
confiscation.  The  Cream  of  posing  buyer,  for  any  reason 
Wheat  Co.  is  purely  a  private  that  appealed  to  him;  it  might 
concern  except  as  regulated  by  be  because  he  did  not  like  the 
its  creating  law.  It  is  an  ordi-  other's  business  methods,  or  be- 
nary  merchant  whose  business  cause  he  had  some  personal  dif- 
is  affected  by  no  public  use  ference  with  him,  political 
whatever.  The  statute,  as  con-  racial  or  social.  That  was 
strued  by  plaintiff,  descends  purely  his  own  affair  with 
npon  that  private  merchant  and  which  nobody  else  had  any  con- 
commands  him  to  make  a  con-  cem.  Neither  the  Sherman  Act, 
tract  by  which  he  transfers  his  nor  any  decision  of  the  Supreme 
property  for  a  price  but  against  Court  construing  the  same,  nor 
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AMNOTATIONS  TO  ACT  AS  A  WHOLB— OoBtlliiied. 


BISILS  FBia  HAIKTSKAKGI—  throughout  the  different  States 

"Si,*^  «LL-«iflHT  TO-  ^1^1^  nndortake  to  bind  them 

to  observe  fixed  resale  prices, 
the  Olayton  Act,  has  changed  in  the  first,  the  manufacturer 
the  law  in  this  particular.  We  ^ut  exercises  his  independent 
have  not  yet  reached  the  stage  discretion  concerning  his  cus- 
where  the  selection  of  a  trader's  tomers  and  there  is  no  contract 
customers  is  made  for  him  by  or  combination  which  imposes 
the  Government."  Great  At-  any  limitation  on  the  purchaser. 
lantio  «C  Paciflo  Tea  Co.  ▼.  in  the  second  the  parties  are 
Cream  of  Wheat  Co,,  November  combined  through  agreements 
10,  1915,  Circuit  Court  of  Ap-  designed  to  take  away  dealers' 
peals,  227  Fed.  46,  49,  affirming  control  of  their  own  affairs  and 
decision  in  224  Fed.  566.  thereby  destroy  competition  and 
90.  "  It  seems  unnecessary  to  restrain  the  free  and  natural 
dwell  upon  the  obvious  differ-  fl^^  of  trade  amongst  the 
ence  between  the  situation  pre-  states."  United  States  v.  Schra- 
sented  when  a  manufacturer  aer't  Sons  /na,  March  1,  1920. 
merely  indicates  his  wishes  con-  252  U.  S.  85,  99,  reaffirming  de- 
cerning prices  and  declines  fur-  cislon  in  Dr.  Miles  Medical  Co. 
ther  dealings  with  all  who  fail  y.  Park  A  Son's  Co.,  220  U.  S. 
to  observe  them,  and  one  where  873,  distinguishing  the  same 
he  enters  into  agreements—  from  United  States  v.  Colgate 
whether  express  or  implied  from  ^  qq.,  250  U.  S.  300,  and  revers- 
a  course  of  dealing  or  other  cir-  jng  264  Fed.  175. 
cumstances — ^wlth  all  customers 

THE  CLAYTON  ACT.^* 

[Approved  Oct.  16.  1914.] 

[PuBLio — No.  212 — 63d  Conobess.] 

[H.  R.  15657.] 

AN  ACT  To  Bupplemeiit  existing  laws  against  unlawfnl  restraints  and 

monopolies,  and  for  other  porpoees. 

Sec  1.  DEFINITIONS. 

Be  U  enacted  by  the  Senate  and  House  of  Representor- 
tives  of  the  United  States  of  America  in  Congress  as- 
^ABtitrnit^^^^tfrf,  That  "antitrust  laws,''  as  used  herein,  includes 

^Annotations  cover  cases  through  278  ITed.  768  (part  8,  Advance 
Sheets,  issued  as  of  Sept.  1,  1921),  and  41  Sap.  Ct  Heporter  625,  which 
disposes  of  aU  cases  decided  at  the  Octoher  term,  1920  (last  decisions 
handed  down  on  June  6  1921).  In  the  case  of  sections  other  than  sees.  1, 
2,  3,  7,  8  (sections  administered  by  the  Commission  in  so  far  as  applicable. 
See  first  paragraph  of  sec.  11  on  p.  52),  and  11,  annotation  has  been 
limited  to  a  list  of  the  decisions  for  the  reason  that  some  of  sncfa  sections 
do  not  iBTolve  the  Commission  at  all,  and  the  rest  do  so  onlj  more  or  less 
remotelj.  It  shonld  be  noted  that  the  cases  of  Standard  Fashion  Co.  ▼. 
Moffrane,  Houston  Co.,  June  28,  1919.  259  Fed.  798:  Vnited  Btates  ▼. 
UnUed  Shoe  Maehinery  Co.,  Mar.  31.  1920.  264  Fed.  188;  Curtis  PuhUsh- 
img  Co.  ▼.  Federal  Trade  Commissionj  Mar.  2,  1921,  2T0  Fed.  811,  and 
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the  Act  entitled  ^  An  Act  to  protect  trade  and  commerce 
against  unlawful  restraints  and  monopolies,"  approved 
July  second,  eighteen  hundred  and  ninety^*;  sections 
seventy-three  to  seventy-seven,  inclusive,  of  an  Act  en- 
titled "  An  Act  to  reduce  taxation,  to  provide  revenue  for 
the  Government,  and  for  other  purposes,"  of  August 
twenty-seventh,  eighteen  hundred  and  ninety-four;  an 
Act  entitled  ^^An  Act  to  amend  sections  seventy-three 
and  seventy-six  of  the  Act  of  August  twenty-seventh, 
eighteen  hundred  and  ninety- four,  entitled  *An  Act  to 
reduce  taxation,  to  provide  revenue  for  the  Government, 
and  for  other  purposes,'"  approved  February  twelfth, 
nineteen  hundred  and  thirteen ;  and  also  this  Act. 

"Commerce,"  as  used  herein,  means  trade  or  com-     * 
merce  among  the  several  States  and  with  foreign  nations, 
or  between  the  District  of  Columbia  or  any  Territory  of 
the  United  States  and  any  State,  Territory,  or  foreign, 
nation,  or  between  any  insular  possessions  or  other  places 
under  the  jurisdiction  of  the  United  States,  or  between 

Fruit  Qroioers  Empreas,  Inc.  t.  Federal  Trade  Oommiaaion,  Jane  16,  1921, 
274  Fed.  205,  are,  at  of  June  30,  1921,  pending  on  appeal  In  the  Supreme 
Coort. 

It  Bhonld  also  be  noted  In  connection  with  this  law — 

That  the  so-called  Shipping  Board  Act  (sec.  15,  ch.  451,  64th  Cong., 
Ist  sees.)  proTides  that  "every  agreement,  modification,  or  cancellatlom 
lawful  nnder  this  section  shall  be  excepted  from  the  provisions  of  the  Act 
approved  July  2,  1890,  entitled  'An  Act  to  protect  trade  and  commerce 
against  unlawful  restraints  and  monopolies,*  and  amendments  and  acts 
supplementary  thereto    •     •     •"; 

That  the  Jurisdiction  of  the  Commission  is  limited  by  the  *'  Packers  and 
Stockyards  Act,  1921,"  approved  Aug.  16,  1921,  ch.  64,  42  Stat  169,  sec 
406  of  said  Act,  providing  that  '*  on  and  after  the  enactment  of  this  Act  and 
so  long  as  it  remains  in  effect  the  Federal  Trade  Commission  shall  hava 
no  power  or  jurisdiction  so  fur  as  relating  to  any  matter  which  by  thia 
Act  la  made  subject  to  the  Jurisdiction  of  the  Secretary  [of  Agriculture], 
except  in  cases  in  which,  before  the  enactment  of  this  Act,  complaint  haa 
been  served  under  sec.  5  of  the  Act  entitled  *  An  Act  to  create  a  Federal 
Trade  Commission,  to  define  its  powers  and  duties,  and  for  other  pur< 
poses,'  approved  Sept.  26,  1914,  or  under  sec.  11  of  the  Act  entitled 
'An  Act  to  supplement  existing  laws  against  unlawful  restraints  and 
monopolies,  and  for  other  purposes,'  approved  October  15,  1914,  and  ex- 
cept when  the  Secretary  of  Agriculture,  in  the  exercise  of  his  duties  here- 
under, shaU  request  of  the  said  Federal  Trade  Commission  that  it  make 
investigations  and  report  In  any  case  " ;  and 

That  by  the  last  paragraph  of  sec.  407  of  the  Transportation  Act,  ap- 
proved Feb.  28,  1920,  ch.  91,  41  Stat.  466  at  482,  the  provisions  of  the 
Clayton  Act  and  of  all  other  restraints  or  prohibitions.  State  or  Federal, 
are  made  inapplicable  to  carriers,  in  so  fkr  as  the  provisions  of  the  sec- 
tion In  question,  which  relate  to  division  of  traffic,  acquisition  by  a  carrier 
of  control  of  other  carriers  and  consolidation  of  railroad  systems  or  rail- 
roads, are  concerned. 

>*Tfae  Sherman  Act  (26  Stat.  209),  which,  as  a  matter  of  eonrenience^ 
is  printed  herewith.  While  the  Act  Itself  has  not  been  amended,  appro- 
priations for  the  fiscal  yean  ending  June  80,  1920,  1021,  and  1922 
(Sundry  ClvU  Appropriation  Act,  July  19,  1919,  ch.  24,  41  Stat.  208, 
Sundry  Civil  Appropriation  Act,  June  6,   1920,  ch.  285,  41 .  Stat.  922, 
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8«e.  1.  DEFINITIONS— Continued. 

any  such  possession  or  place  and  any  State  or  Territory 
of  the  United  States  or  the  District  of  Columbia  or  any 
foreign  nation,  or  within  the  District  of  Columbia  or  any 
Territory  or  any  insular  possession  or  other  place  under 
the  jurisdiction  of  the  United  States:  Provided^  That 
nothing  in  this  Act  contained  shall  apply  to  the  Philip- 
pine Islands. 
-Peiion  or  The  word  "person"  or  "persons"  wherever  used  in 
this  Act  shall  be  deemed  to  include  corporations  and  as- 
sociations existing  imder  or  authorized  by  the  laws  of 
either  the  United  States,  the  laws  of  any  of  the  Terri- 
tories, the  laws  of  any  State,  or  the  laws  of  any  foreign 
country. 

"COMMERCE.-  (pp.  462,  463),  and  annotations 

On   interstate   commerce,   see  to    this    act,    pars    47-51    (pp. 

annotations    to   Federal    Trade  497-499). 
Commission    Act,    pars.    39-43 

and  Sundry  Civil  Appropriation  Act,  Mar.  4,  1921,  ch.  161,  41  Stat.  1411, 
respectively),  were  made  conUngent  upon  no  part  of  the  moneys  being — 

**  Spent  in  tbe  prosecution  of  any  organisation  or  indlvidoal  for  entering 
Into  any  combination  or  agreement  bavlng  in  view  tbe  increasing  of  wages, 
shortening  of  hours  or  bettering  tbe  conditions  of  labor,  or  for  any  act 
done  in  furtherance  thereof,  not  in  Itself  unlawful :  Provided  further.  That 
no  part  of  this  appropriation  shall  be  expended  for  the  prosecution  of 
producers  of  farm  products  and  associations  of  farmers  who  cooperate 
and  organize  In  an  effort  to  and  for  the  purpose  to  obtain  and  maintain 
a  fair  and  reasonable  price  for  their  products/* 

The  act,  omitting  the  usual  formal  "£0  it  enacted/*  etc.,  follows: 

CONTRACTS,  COMBINATIONS,  ETC.,  IN  RBSTIIAINT  Or  TRAD!   ILLIOAL. 

Sbction  1.  Every  contract,  combination  in  the  form  of  trust  or  other> 
wise,  or  conspiracy,  in  restraint  of  trade  or  commerce  among  the  several 
States,  or  with  foreign  nations,  is  hereby  declared  to  be  Illegal.  B^ery 
person  who  shall  make  any  such  contract  or  engage  In  any  such  comblna* 
tion  or  conspiracy,  shall  be  deemed  guilty  of  a  misdemeanor,  and,  on  con- 
viction thereof,  shall  be  punished  by  fine  not  exceeding  five  thousand 
dollars,  or  by  imprisonment  not  exceeding  one  year,  or  by  both  said 
punishments,  in  the  discretion  of  the  court. 

PKRSON    UONOPOLIZINO    TRADE    GUILIT    OT    MISDKMKANOR — PKNALTT. 

Sic.  2.  £}very  person  who  shall  monopolize,  or  attempt  to  monopolise, 
or  combine  or  conspire  with  any  other  person  or  persons,  to  monopolise 
any  part  of  the  trade  or  commerce  among  the  several  States,  or  with  for- 
eign nations,  shall  be  deemed  guilty  of  a  misdemeanor,  and,  on  conviction 
thereof,  shall  be  punished  by  fine  not  exceeding  five  thousand  dollars,  or 
by  imprisonment  not  exceeding  one  year,  or  by  both  said  pnnlshmeats.  In 
the  discretion  of  the  court. 

COMBINATIONS  IN  TBRBITOEIK8  OR  DISTRICT  OF  COLUMBIA  XLLBOAL — VmTXkl/et, 

Sec.  3.  Every  contract,  combination  In  form  of  trust  or  otherwise,  or 
conspiracy,  in  restraint  of  trade  or  commerce  in  any  Territory  of  tbe 
United  States  or  of  the  District  of  Columbia,  or  In  restialnt  of  trade  or 
commerce  between  any  such  Territory  and  another,  or  between  any  such 
Territory  or  Territories  and  any  State  or  States  or  the  District  of  Colam- 
bla,  or  with  foreign  nations,  or  between  the  District  of  Columbia  and  any 
State  or  States  or  foreign  nations,  is  hereby  declared  Illegal.     Every  jier- 
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Sec  2.  PRICE  DISCRIMINATION.'' 


Sec.  2.  That  it  shall  be  unlawful  for  any  person  en-  ^jS^""*^  ^  ^ 

,  m        Qwct  mix  D*  to 

gaged  in  commerce,  in  the  course  of  such  commerce,  either  JJJJi**^J3[ 
directly  or  indirectly  to  discriminate  in  price  between  ^on^or  uaJTZ 
dijfferent  purchasers  of  commodities,  which  commodities  oiy« 
are  sold  for  use,  consumption,  or  resale  within  the  United 

son  wbo  shall  make  any  such  contract  or  engage  in  any  such  con^blnatton 
or  conspiracy,  shall  be  deemed  guilty  of  a  misdemeanor,  and,  on  conriction 
thereof,  shaU  be  punished  by  fine  not  exceeding  fire  thousand  dollars,  or 
l^  imprisonment  not  exceeding  one  year,  or  by  both  said  punishmentB,  la 
the  discretion  of  the  court. 

■NPORCEMBNT. 

Bbc.  4.  The  sereral  clrciflt  courts  of  the  United  States  are  hereby  In- 
Tested  with  Jurisdiction  to  prevent  and  restrain  violations  of  this  act,  and 
it  shall  be  the  duty  of  the  several  district  attorneys  of  the  United  States, 
in  their  respective  districts,  under  the  direction  of  the  Attorney  General, 
to  Institute  proceedings  in  equity  to  prevent  and  restrain  such  violations. 
Such  proceedings  may  be  by  way  of  petition  settisg  forth  the  case  and 
praying  that  such  violation  shall  be  enjoined  or  otherwise  prohibited. 
When  the  parties  complained  of  shaU  have  been  duly  notified  of  such 
petition  the  court  shall  proceed,  as  soon  as  may  be,  to  the  hearing  and 
determination  of  the  case;  and  pending  such  petition  and  before  final 
decree,  the  court  may  at  any  time  make  such  temporary  restraining  order 
or  prohibition  as  shall  be  deemed  Just  in  the  premises. 

ADDITIONAL  PARTIB8. 

« 

Sec.  5.  Whenever  it  shall  appear  to  the  court  before  which  any  proceed- 
ing under  section  four  of  this  act  may  be  pending,  that  the  ends  of  Justice 
require  that  other  parties  should  be  brought  before  the  court,  the  court 
may  cause  them  to  be  summoned,  whether  they  reside  in  the  district  in 
which  the  court  is  held  or  not ;  and  subpoenas  to  that  end  may  be  served 
in  any  district  by  the  marshal  thereof. 

rOBTIITUBB  or  PBOPIBTT. 

Sac  6.  Any  property  owned  under  any  contract  or  by  any  combination, 
or  pursuant  to  any  conspiracy  (and  being  the  subject  thereof)  mentioned 
in  section  one  of  this  act,  and  being  in  the  course  of  transportation  from 
one  State  to  another,  or  to  a  foreign  country,  shall  be  forfeited  to  the 
United  States,  and  may  be  seised  and  condemned  by  like  proceedings  as 
those  provided  by  law  for  the  forfeiture,  seizure,  and  condemnation  of 
property  imported  into  the  United  States  contrary  to  law. 

8UIT8 BBCOTBRT. 

Sec.  7.  Any  person  who  shall  be  injured  in  his  business  or  property  by 
any  other  person  or  corporation  by  reason  of  anything  forbidden  or  de- 
clared to  be  unlawful  by  this  act,  may  sue  therefor  in  any  circuit  court  of 
the  United  States,  in  the  district  in  which  the  defendant  resides  or  is 
found,  without  respect  to  the  amount  in  controversy,  and  shall  recover 
threefold  the  damages  by  him  sustained,  and  the  costs  of  suit,  including 
a  reasonable  attorney's  fee. 

"  pnUBOH  "  OR  "  PBRSONS  "  DRFINRD. 

Sbc.  8.  That  the  word  "person,'*  or  "persons,**  wherever  used  in  this 
act  shall  be  deemed  to  include  corporations  and  associations  existing  under 
or  authorized  by  the  laws  of  either  the  United  States,  the  laws  of  any  of 
the  Territories,  the  laws  of  any  State  or  the  laws  of  any  foreign  country. 

>*  On  provisions  of  the  Shipping  Board  Act,  Packers  and  Stockyards  Act, 
1921,  and  Transportation  Act,  llmitlDg  the  scope  of  the  Clayton  Act  in 
certain  cases,  see  second,  third,  and  fourth  paragraphs  of  the  footo«ta 
on  p.  483. 
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See.  2.  PRICE  DISCRIMINATION— Continiied. 

States  or  any  Territory  thereof  or  the  District  of  Colum- 
bia or  any  insular  possession  or  other  place  under  the 
jurisdiction  of  the  United  States,  where  the  effect  of  such 
discrimination  may  be  to  substantially  lessen  competi- 
tion or  tend  to  create  a  monopoly  in  any  line  of  com- 
But  EMrmiMibit  merce :  Provided,.  That  nothinfi^  herein  contained  shall 
feranM  in^ffnS^  prevent  discrimination  in  price  between  purchasers  of 
^7or'in'iSi£«  commodities  on   account  of   differences  in  the   grade, 
Sott.  or  if  auidc  quality,  or  quantity  of  the  commodity  sold,  or  that  makes 
ttom^ and*^     " ouly  due  aUowancc  for  difference  in  the  cost  of  selling  or 

transportation,  or  discrimination  in  price  in  the  same  or 

different  communities  made  in  good  faith  to  meet  com- 

vendor BMjrje. petition :  And  provided  further^  That  nothing  herein  con- 

jn  «  not  ibt^  tained  shall  prevent  persons  engaged  in  selling  goods, 

wares,  or  merchandise  in  commerce  from  selecting  their 
own  customers  in  bona  fide  transactions  and  not  in  re- 
straint of  trade. 

ANNOTATIONS. 

1.  Commission  action  not  prereqal-  criminations       by       defendant 

2.  Leases^  ^'^  ^"^^^^  '""*  against  plaintiff  In  Tiolatlon  of 
a!  Refnsa'l  to  sell  chain-store  con-  CHayton  Act,  October  15,  1914, 

cem  as  not  a  wholesaler.  ch.  323,  38  Stat  730,  although 

4-7.  Refusal  to  sell  on  account  of  the  Federal  Trade  Ck>mmlssioa 

failnre  to  obserre  suggested  ^as    taken    no    action    in    the 
resale  prices.  ,       „        ,^     ^  ^, 

fr-11.  "  Restraint  of  trade  "—A«  in-  Premises."       (Quotation      from 

Tolred    by    or    resthig    on  Syllabus.)     Frey  d  Son,  Inc.,  y. 

patent,  trade  name  or  mark  Cudahy  Packing  Co.,  April  27, 

or  copyright  monopoly,  and  y^^a  232  Fed.  640. 
refusal  to  sell. 
12, 18.  "  That   nothing   herein   con- 
tained shall  prevent  persons  LKiSM. 
engaged    in    selling    goods, 

wares,    or    merchandise    in        2.  "In     the    opinion    of    the 

commerce     from     selecting  court,  section  2  of  the  act  is  11m- 

their     own     customers     in  ^^  ^^  ^^^  ^^^  ^^^^  leases,  and 

bona  flde  transactions   and  ^       .         ^  -.         ,     ^ 

not  to  restratat  of  trade.  therefore  does  not  apply  to  any 

14, 15.  Trade  classiflcatlons — ^Whoie-    of  the  acts  prohibited  by  section 
saler  as  distinguished  from    8.»»      United    States    v.    United 

.-  .^   «^v*''  "lv"*i"®!'   ,       V    Shoe  Machinery  Co.-,  March  81, 
16,17.  "Where  the  eifect  of  such    .qoa  «>«a  u^^   lOft  iiw 
discrimtaation    may    be    to    ^^'^*  ^StH  *  ea.  188,  IW). 

substantially   lessen   compe- 
tition  or   tend  to   create  a    BSFUSIL  TO  SELL  CHlIlf-STOBI  COK- 
monopoly    in    any    line    of  CEBN  AS  NOT  A  WHOLISALSB. 


commerce." 


8.  Held,  In  Great  Atlantic  d 

~"!S2r-iT.®Jl/'^o^*^^'  P<^n^   Tea   Co.   ▼.    Cream    of 

SITB  TO  FRITATE  SUIT.  ^^^^  ^^  ^  ^^^^^  ^^^  ^  ^^ 

1.  Held,  That  "  an  action  may  peals,  November  10,  1915,  227 

sometimes  be  maintained  in  the  Fed.  46,  that  such  a  refusal  does 

Federal  district  court  to  recover  not  constitute  a  discrimination 

damages  for  alleged  price  dis-  in    price,    under    the    drcum- 
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Stances  set  forth,  In  vloUttloii  of  fendsnt    has    a    monopoly    in 

section  2.     (See  pott,  pars.  14,  Cream  of  Wheat;  (2)  through 

15.)  such  monoptrijr  It  Axes  the  re- 
sale   price    of    that    article  t 

Finan  to  omibti  bocnsstu  ^erefore,  (3)  it  prevents  com- 

U8ALK  PBICIS.O  petition  in  Cream  of  Wheat  and 

violates  the  body  of  section  2. 

See  also  pott,  parts.  8-11, 14-15.  Again :  (1)  Preventing  competl- 

4.  "Defendant  was  engaged  "*">  ^  restraint  of  trade;  (2) 
in  selling,  under  a  trade  name,  «e'en<l«'»t  ^<^  P^e^e"*  coinP^ 
purified  wheat  middUngs,  se-  """"J  therefore  (8)  it  re- 
lected  by  it  and  put  up  in  pack-  ^*™''"  *™^®  *°^  *"  ""^  '^*"'» 
ages.      Its     whole    business  *«,  «ceptlon    of    section    2. 

covered  less  than  1  per  cent  of 

the  total  middlings  bought  and  ''•    ^''^'     '^*'«*     defendant', 

sold  in  the  country.    It  decided  *^<"'"*  "'  *=«>°*'''<^t  ""*«'■  "»«  «l'- 

to  sell  only  to  wholesalers,  and  cu^nstances  set  forth  does  not 

so  announced  to  the  trade,  but  constitute  an  unreasonable  re- 

for  a  time  made  an  exception  "  "'"'"*  <»'  t«^«  °o'  »•"•««  *""- 

to  a  concern  operating  a  Une  of  cri»»«««'>''  ^e  effect  of  which 

Cham  stores  selling  to  the  gen-  "  "*y  ^  **»  substantially  lessen 

eral  public  at  retail.    It  also  an-  ^"Perttlon  or  tend  to  create  a 

nounced    that    It    reserved  the  '"onopoly"   >«)    as    to    entitle 

right  to  discontinue  selling  to  Pl"'"""  *<>  relief  under  sec.  2. 

those    failing    to    observe    the  ^«*   ^"''♦»'<<'   «*   ^'^^^  ^««' 

prices  which  It  announced,  as  ^"^  ^-  ^''^^  "'  ^*«'*  ^<'-  ^^'^ 

tte  prices  at  which  It  desired  ^'  ^^^^'  ^  ^^  «««•  5"'  '"2: 

its  product  to  be  resold,  and.  "^"^^  ^ov.  10,  1915,  227  Fed. 
pursuant  to  such  announcement, 

discontinued  selling  to  plaintiff,  «  beotbaint   of  tkide  -—as   ni- 

the  concern  above  referred  to.  toltid  bt  ob  besting  on  pat- 

( Quotation  from  syllabus.)  knt,  tbade  name  ob  babk,  ob 

5.  "It    is    urged    that    de-  ^1]^^^^^^''^'''^^'  ^  ""^ 
fondant's    professed    and    pub- 
lished scheme  of  sales,  plus  its  See  also  ante,  pars.  4-7;  poti, 
practice  thereunder,  creates  an  pars.  68-66, 112. 
actual    monopoly    of,    and    do 

lessen  competition  in.  Cream  of  8.  *  *  *  "  It  is  true  that 
Wheat ;  that  this  result  is  in  it-  defendant  has  a  monopoly  on 
self  unlawful  and  is  produced  Cream  of  Wheat ;  but  as  hereto- 
by  means  which  are  specifically  fore  stated,  it  is  a  lawful  mo- 
prohibited  by  section  2  of  the  nopoly,  ultimately  resting  on  the 
Clayton  Act,  namely,  price  dis-  plain  truth  that  there  can  be 
crimination  not  justified  by  any  nothing  anywhere  in  the  United 
of  the  exceptions  of  that  section.  States  lawfully  called  Cream  of 
♦    ♦    ♦."  Wheat  without  defendant's  con- 

6.  "Plaintiff's  syllogisms  in  sent  and  approbation.  In  that 
support  of  the  demand  for  re-  substance  (if  legally  it  is  a  dls- 
lief  are  simple,  thus:  (1)   De-  tlnct  substance)  defendant  has 

>^0n  resale  price  maintenance  in  general,  and  refusal  to  sell  In  connee- 

tlon  therewith,  see  also  annotations  to  Federal  Trade  Commission  AaS. 
ante,  pars.  83-90,  pp.  480-482. 
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•«RS8TBAI1IT    OF   nilNB-— 18    W-  ^49,  137  Pac.  144,  51  L.  B.  jL 

TOLTBB  BT  OB  BBCTDIfl  OR  PAT-  .^    a  \   K20 

BUT,  TBiBB  NAMB  OB  HABK,  OB  ^'      «  t       i 

G0PTBI6HT  MONOPOLY,  IHD  BB-  ^"*      **     **     further     ODTiOOS 

FU8AL  TO  SBLL— €oBUaMd.  thftt*    When    plaintiff    premises 

the  monopoly  of  a  creator,  some-  that  preventing  competition  is 

thing  which  is  not  and  never  restraining  trade,  it  is  assumed 

has  been  within  the  prohibition  that  the  resultant  restraint  is 

of  any  law,  antitrust  or  other-  wireatonable;  for  there  is  noth- 

wise.     On    the   contrary,   that  *n«  in  the  Clayton  Act  to  compel 

monopoly  is  encouraged  by  pat-  or  induce  courts  to  hold  that 

ent,  trade-mark  and  copyright  the  trade  restraint  referred  to 

statutes  and  the  rules  of  unfair  by  this  statute  differs  in  kind, 

competition.    Therefore,  the  im-  quality,  or  degree  from  tiiat  now 

plication  of  plaintiff's  premise,  beld  to  be  meant  by  the  Sher- 

that  there  is  something  inher-  nisn  Act" " 

ently     wrong     in     defendant's  H-  "  Section  2  plainly  idcnti- 

monopoly,  is  false  and  mislead-  Am  the  lessening  of  competition 

ing."  with   restraint  of  trade.      (Cf. 

9.  "  ♦    ♦     ♦    It  must  be  ad-  the  body  of  the  section  with  tlie 

mitted    that    there    is    abun-  last  exception.)     But  price  dis- 

dant  authority  for  the  general  crimination    is   only   forbidden 

proposition   that  preventing  when  it  'substantially*  lessens 

competition  is  restraint   of  competition.      CSonstrulng      the 

trade;  but  it  does  not  follow  whole     section     together,     th« 

that  it  is  unlawful  either  to  pre-  last   exception   reads   in   effect 

vent  any  and  every  species  of  tliat  a  'vendor  may  scdect  liis 

competition  or  to  restrain  trade  own  bona  fide  customers,  pio- 

in  any  and  every  degree.    The  viding  the  effect  of  such  selec- 

only   competition  prevented   or  tion  is  not  to  substantially  and 

sought  to  be  prevented  by  de-  unreasonably     restrain     trade.' 

fendant*s  acts  is  that  of  Cream  How  it  can  be  called  substantial 

of  Wheat  against  itself ;  the  only  and   unreasonable   restraint  of 

trade  restrained  is  the  commer-  trade  to  refuse  to  deal  with  a 

dal  warfare  of  a  large  buyer  man  who  avowedly  is  to  use  his 

against  small  ones,  or  that  of  a  dealing  to  Injure   the   vendor, 

merchant  who   for  advertising  when   said   vendor  makes   and 

purposes  may  sell  an  article  at  sells  only  such  an  advertisement 

a  loss,  in  order  to  get  customers  begotten  article   as   Cream   of 

at  his  shop,  and  then  to  per-  Wheat,  whose  fancy  name  needs 

suade  them  to  buy  other  things  the  nursing  of  carefully  handled 

at  a  compensating  profit    That  sales  to  maintain  an  output  of 

competition,   as  encouraged  by  trifling    nioment    in    the    food 

statutes  and  decisions,  does  not  market,  is  beyond  my  compre- 

include  such  practices,  has  been  hension.'*      Oreai    Atlantic    d 

sufficiently  shown  (with  ample  Pacific  Tea   Co,   v.   Cream   of 

citations)    in    Fisher   Flouring  Wheat  Co,,  July  20,  1915,  224 

Mills  Co,  V.  8u>anson,  76  Wash.  Fed.  566,  672,  57S,  574. 


>•  Bat  M«  pQ9t,  pan.  62,  88,  et  tea. 
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-  THAT  K<miniG  nwnii  contuhbd  erdsed   the  right  reserved  by 

SBILL     PBETENT     PBSgONS    EN-  fu^  nioVfr.«  a^  /A^*.ri^««   /w 

OACBD  W  SB11IN«  flOODS,  WABBS.  J^  ,^^*^^^  ^  <^^  ^»«-  <>^ 

OB    HBBCHAKDIgB    IN   COHHBBCB  ^^*  ^^^^  ^-  S^«  P^'-  ^f  ^  Stat 

FBOH  BBLBCTIKQ  THBIB  OWN  CHS-  780  [Ck>mp.  St.  par.  8885  b]  to 

T0KEB8  IN  BONA  HDE  TBAN8A0-  dealers  of  *  selecting  their  own 

?»?».!.'?  ^^  ^  »WTBAINT  OF  customers  m  bona  fide  transae- 

TBABB.**  ** 

tions   and  not   in   restraint  of 

See  also  ante,  pars.  3-7,  11.  trade/  the  plaintiff  can  not  re- 

^»   <<»^        .    ,       .     ,  cover  under  its  charge  of  unlaw- 

.^ J^%     ,**   .  *^"***l*"L   •!  "d    discrimination    In    price." 

whether  defendant's  method  of  cudahy  Packing  Co.  y.  Frev  4 

business,  coupled  with  the  a<s  g^^  circuit  Court  of  Appeals, 

quiescence     of     its     customers  j„,y  jg^  jgjg   261  Fed.  65.  67, 

therein  by  observinj  its  requests  ^^erslng  lower  court 
or  demands  to  maintain  prices, 

was  such  cooperation  between  WIADB    classifications  —  whoub- 

seller    and    ourchasera    as  ^^*^*   ^   DISTINGUISBBD   FBOH 

seller   ana   purchasers   as  jobbkb  and  betaileb. 
amounted  to  a  combination  in 

restraint  of  trade  within  the  14.  Where  defendant  made  it 
rule  laid  down  in  Dr.  Miles  its  trade  policy  not  to  sell  to 
Medical  Co,  v.  Park  d  Sons  Co.,  consumers  or  retailers,  but  to 
220  U.  S.  373,  31  Sup.  Ct.  376,  55  confine  its  sales  exclusively  to 
L.  Ed.  502,  and  other  following  wholesalers,  though  it  for  a 
cases.  We  are  obliged  to  hold  time  made  an  exception  in  favor 
that  the  question  has  been  of  a  company  operating  a  chain 
clearly  answered  in  the  negative  of  stores  selling  directly  to  the 
by  the  Supreme  CJourt  In  United  public,  Held,  on  suit  by  the  lat- 
States  of  America  v.  Colgate  d  ter  to  compel  defendant  to  con- 
Co.,  250  IT.  S.  300,  39  Sup.  Gt  tinue  selling  to  it  on  the  ground 
465,  63  L.  Ed.  992,  decided  June  that  defendant's  course  of  con- 
2,  1919.  The.  court  expi'essly  duct,  which  Included  the  reser- 
held  that  the  announcement  in  vation  of  the  right  to  refuse 
advance  that  customers  were  to  supply  dealers  failing  to  ob- 
expected  to  charge  a  price  fixed  serve  its  suggested  resale  prices, 
by  the  seller  and  that  the  pen-  constituted  a  violation  of  the 
alty  for  refusal  to  maintain  Sherman  Antitrust  Act,  and  of 
prices  would  be  refusal  to  sell  the  Clayton  Act,  that  complain- 
to  the  offending  customer,  ob-  ant  was  not  a  wholesaler  but  a 
servance  of  the  request  to  main-  retailer,  and  that  defendant 
tain  prices  by  customers  gen-  might  decline  to  deal  with  it 
erally,  and  the  actual  enforce-  for  any  reason  it  saw  fit  (see 
ment  of  the  penalty  by  refusal  ante,  pars.  4-11,  and  annota- 
to  sell  to  such  customers  as  tions  to  Federal  Trade  Commis- 
failed  to  maintain  the  price,  did  sion  Act,  pars.  85-89,  pp.  480- 
not  constitute  a  violation  of  the  482.)  On  the  former  question, 
trust  statute.  Nothing  more  i.  e.,  complainant's  status,  the 
was  done  by  the  defendant  and  court  stated : 
its  customers  in  this  case.  15.  •«  •  «  •  There  is  noth- 
13.  *'  Since  the  defendant,  un-  ing  unusual  about  such  a  course 
der  the  Colgate  Case,  merely  ex-  of  business,  and  certainly  it  is 

>*On  resale  price  malntenaoce  ta  general  and  refusal  to  sell,  as  Inci- 
dental thereto,  see  annotations  to  Federal  Trade  Commission  Act,  mnte» 
pars.  88-90,  pp.  480-482. 
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TRkvm   CLissificiTiONfl— WHOLE-  discriminated   in  the  price  of 

flULKB  AS  wsTOClliiSJiiD  VBOH  (joodyear  suppUes  between  deai- 

era  (including  this  plaintiff) 
DO  offense  against  common  law,  and  manufacturera  of  automo- 
statutes,  public  policy,  or  good  biles,  and  in  favor  of  such  man- 
morals  for  a  trader  to  confine  ufacturers  •  •  ♦. 
his  sales  to  persons  who  will  17.  "There  is  nothing  in  the 
buy  from  him  in  large  quanti-  complaint  to  show  how  the  al- 
ties.  A  'wholesaler*  is  one  leged  discrimination  might  sub- 
who  buys  in  comparatively  large  stantlally  lessen  competition, 
quantities  and  who  sells  usually  and  it  certainly  could  not  tend 
in  smaller  quantities  but  never  to  create  a  monopoly  ♦  ♦  ♦ 
to  the  ultimate  consumer  of  an  the  manufacturers  sell  to  deal- 
individual  unit  He  sells  either  ers,  and  the  latter  to  the  con- 
to  the  'Jobber*  (a  sort  of  mid-  sumer.  There  is  apparently  no 
dleman)  or  to  the  'retailer*;  competition  between  the  nianu- 
the  latter  being  the  one  who  facturers  of  tires  and  the  deal- 
sells  to  the  consumer.  The  ers,  nor  is  it  alleged  that  any 
'  large '  quantities  bought  by  the  exists.  The  differentiation  in 
wholesaler  may  vary  greatly —  price  would  not  therefore  sub- 
from  a  fraction  of  a  carload  to  stantlally  lessen  competition.  If 
many  carloads ;  the  character  such  would  be  the  effect,  it  must 
not  of  his  buying  but  of  his  sell-  be  set  forth  in  some  discernible 
ing  marks  him  as  a  wiiolesaler.  way,  and  not  in  the  mere  lan- 
If  occasionally,  in  some  par-  guage  of  the  statute.  There  is 
ticular  business,  this  term  loses  no  unreasonable  arrangement  set 
somewhat  of  its  original  sig-  forth,  nor  is  it  made  apparent 
niflcance,  such  manifestly,  as  how  competition  may  be  sub- 
the  record  shows,  is  not  the  stantially  lessened,  or  how  the 
fact  with  the  business  now  defendants  were  doing  more 
under  consideration.'*  Oreai  At-  than  to  select  '  their  own  cus- 
lantic  d  Pacific  Tea  Co.  v.  tomers  in  bona  fide  transactions 
Cream  of  Wheat  Co.  Circuit  and  not  in  restraint  of  trade.' 
Court  of  Appeals,  November  10,  More  than  mere  sweeping  con- 
1915,  227  Fed.  46-48.  elusions  in  the  language  of  the 

statute  should  be  alleged  to  sub- 

"^"iS^'SSV^S^S:  Ject  parties  to  trial  -    I  can  see 

TULLT  LESSEN  COKPETITION  OB  no  basis  for  the  secoud  cause  of 

TEND  TO  CBEATS  A  MONOPOLY  IN  action.'*    Hand,  District  Judge, 

ANI  LINE  OF  COMMEBCE."  sustaining  demurrer  in  Batwi  v. 

See   also   ante,   par.   11;   post,  ^^^"^J^ZJ.^^^  frTV' 

pars.  88-104  January  17,  1919,  266  Fed.  671, 

674. 
16.  "  The  second  cause  of  ac-       Section  referred  to  in  passing, 

tion,  brought  under  the  Clayton  United  States  v.  American  Can 

Act,  is  based  solely  upon  the  Co.,  February  23, 1916,  230  Fed. 

allegation  that  the  defendants  869,  886. 

■*  See  Alio  pott,  pan.  62,  G3. 
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See.  8.  TYING  OR  EXCLUSIVE  LEASES,  SALES  OR  CON- 
TRACTS." 

Sec.  3.  That  it  shall  be  unlawful  for  any  person  en-  ^i^jj*'"'"^  ^^ 
gaged  in  commerce,  in  the  course  of  such  commerce,  to««*>«**»*'*Jy 

Z^  ■.  lessen  oonipfla* 

lease  or  make  a  sale  or  contract  for  sale  of  goods,  wares,  ^^^^ 
merchandise,  machinery,  supplies  or  other  commodities, 
whether  patented  or  unpatented,  for  use,  consumption  or 
resale  within  the  United  States  or  any  Territory  thereof 
or  the  District  of  Columbia  or  any  insular  possession  or 
other  place  under  the  jurisdiction  of  the  United  States, 
or  fix  a  price  charged  therefor,  or  discount  from,  or  re- 
bate upon,  such  price,  on  the  condition,  agreement  or  un- 
derstanding that  the  lessee  or  purchaser  thereof  shall  not 
use  or  deal  in  the  goods,  wares,  merchandise,  machinery, 
supplies  or  other  commodities  of  a  competitor  or  com- 
petitors of  the  lessor  or  seller,  where  the  effect  of  such 
lease,  sale,  or  contract  for  sale  or  such  condition,  agree- 
ment or  understanding  may  be  to  substantially  lessen 
competition  or  tend  to  create  a  monopoly  in  any  line  of 
commerce. 

ANNOTATIONS. 


18-21.  Applicability  to  agency. 

22.  ABsignment  of  ezcluslre  terri- 
tory. 

2a-26.  Conatnxction  —  Limited  to 
leases,  sales,  or  contracts 
for  sales  and  to  lessees  and 
purchasers. 

27-S2.  Construction  of  leases,  sales, 
or  contracts. 

88-44.  Constitutionality  —  Patents 
preylously  granted. 

40,46.  Betroactiye    effect    on 

existing  contracts. 

47.  Interstate  commerce — Contracts 

of  domestic  concern  receiv- 
ing subject  matter  through 
interstate  commerce. 

48.  Leases. 

49.  50. •  Place    of    execu- 

tion. 

61.  Place  of  act  of  infringe- 
ment. 

62,  53.  Pleading — In  general. 

64.  Interstate  c  o  m  m  e  r  c  e — 

ATcrment  of  transaction  in, 
conclusion  of  pleader. 

66.  Necessary  parties. 

66,67.  Tying  or  exclusive  contracts 
or  leases — Absence  of  ex- 
press assent  on  part  of 
lessee  or  covenantee. 


58-63.  g  By  owner  of  patent- 

License  to  manufacture  un- 
der, conditioned  on  pur- 
chase raw  materials  there- 
for  from   licensor    (lessor). 

64-66.  By     owner     of     secret 

process  or  formula,  good 
will,  and  trade  names  or 
marks — ^Assignment  of  part 
of  potential  business. 

-  Legality,  presumption  of. 
Monopolistic       tenden- 
cies. 

In  particular  cases. 


67.  — 

68,  69. 

76-87. 

88-104.  **  Where  the  effect  of  such 
lease,  sale,  or  contract  for 
sale  or  such  condition,  agree- 
ment, or  understanding, 
may  be  to  substantially 
lessen  competition  or  tend 
to  create  a  monopoly  in  any 
line  of  commerce." 

105.  Whether  limited  by  section  2. 

106-109.  Whether  retroactive. 

Words  and  phrases — *'  Line  of 
Commerce."  (Beference  to 
pars.  58-63.) 

110,  111.  "  Understanding." 

112.  In  general. 


**  On  provisions  of  the  Shipping  Board  Act,  Packers  and  Stockyards  Act, 
1921,  and  Transportation  Act,  limiting  the  scope  of  the  Clayton  Act  In 
certain  cases,  see  second,  third,  and  fourth  paragraphs  of  ttie  footnote  on 
p.  483. 
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▲PPUCiBlLiTT  TO  ACSKCT.  Standard  Fashion  Co.  t.   Ma- 

See  also  po*«,  parg.  27^.  ora^foustan    Co,,    Marcb    9, 

1918,  254  Fed.  493,  496. 

18.  "  ♦    ♦    •    there  can  be  no 

question,  in  view  of  the  payment  asswhbht  of^kclotite  tebbi- 

in  advance  and  the  other  ele- 
ments of  the  transaction,  that  22.  Where  the  owner  of  a 
title  to  the  magazines  which  product  sold  under  a  trade- 
these  wholesale  agents  receive  mark  name,  which,  through 
passes  to  them.  They  are  no  ^^jg  advertising,  had  become 
mere  factors  or  agents.  Never-  ^ell  known  to  the  purchasing 
theless  they  are  clearly  much  public,  adopted  a  system  of 
more  than  purchasers    ♦    •    ♦.  licensing    dealers    for    certain 

19.  "  If  nothing  but  a  sale  territories,  to  whom  it  sold  ex- 
were  involved,  I  might  support  clusively,  in  order  that  it 
complainant's  contention  that  might  thereby  be  enabled 
defendant  has  violated  the  through  its  inspection  depart- 
Clayton  Act  by  preventing  its  ment  to  maintain  me  quaUty  of 
wholesale  dealers  from  selling  its  product,  Held,  that  a  refusal 
the  Pictorial  Review  through  t^  gell  to  an  unlicensed  dealer 
dealers  and  boys ;    •    •    ♦."  jq  ^q  assigned  territory  did  not 

20.  "  ♦  •  ♦  looking  behind  violate  the  section  in  question, 
the  form  of  the  contract  which  « jj^  ^i^^^  ^f  ^^e  possibility  of 
the  defendant  makes  with  Its  adulteration  and  the  hardship 
agents  to  the  inherent  features  to  the  manufacturer  of  main- 
of  the  transaction.  I  think  it  taining  such  supervision  over 
may  be  said  that  the  selling  ^he  bottling  as  it  deemed  necea- 
arrangement  more  nearly  re-  gary,  if  required  to  seU  every 
sembles  an  agency  conducted  by  intending  purchaser."  (Quota- 
district  agents  in  cooperation  tion  from  syllabus.)  Ooco- 
with  the  Curtis  boys  than  it  cola  Co.  v.  J.  G.  Butler  A  Sons, 
does  an  outright  sale  to  the  dis-  February  7,  1916,  229  Fed,  224. 
trict  agents  and  nothing  more 

*    *    *"     Hand,    J.,    denying  coNsnucriOH — ^ldiitbdtolbibbs, 

^^f«^«     #^«    4-^r.^^r^^JL,    4r.4,,«r>  SALES  OB  COTTlllACTS  FOa  SILBS, 

motion   for    temporary   injunc-  ^hb  to  lmbies  and  PUBCHAgEM! 
tion  in  Pictorial  Review  Co.  v. 

Curtis  Publishing  Co.,  June  23,  23.  '*  The  words  *  lease;  '  sale.' 

1917,  255  Fed.  206,  208-210,  on  'contract    for     sale,'     'lessee,' 

the  ground  that  it  had  not  been  and     *  purchaser,'     being     the 

established  with  sufficient  clear-  words  used,  and  no  other  re- 

ness  that  defendant's  contract  lation  than  lease  and  sale  be- 

caused     an     unreasonable     re-  ing  mentioned,  there  is  no  ex- 

straint  of  trade    or    otherwise  pressed  purpose   in  the  clause 

came  within  the  prohibitions  of  quoted  to   make   it   cover  any 

the  Clasrton  Act.  other  subject  than  leases,  sales, 

21.  "  If  an  agency  only  were  or  contracts  for  sales,  and  to 
created  by  the  contract  in  ques-  embrace  no  other  persons  than 
tion  it  is  clear  that  the  pro-  lessees  and  purchasers.  The 
visions  of  this  act  would  not  words  are  so  clear  they  require 
apply,  because  by  Its  terms  it  is  no  construction,  and  to  need- 
made  applicable  only  to  leases,  lessly  construe,  in  order  to 
sales,   or    contracts   for    sale."  broaden  the  scope  of  the  statute. 
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whether  done  by  the  Trade  to  meet  the  decision  in  Henry  y. 
Commission  in  administering,  Dick,  supra  \  the  opinion  stat- 
or  by  this  court  in  supervising  ing,  'We  are  confirmed  in  the 
the  administration  of,  the  stat-  conclusion  which  we  are  an- 
ute,  would  be  for  eitlier  or  both  nouncing  by  the  fact  that  since 
such  agencies  to  write  into  the  the  decision  of  Henry  v.  Dick 
statute  what  Congress  has  not  Co.,  224  U.  S.  1,  the  Congress 
expressly  written.  Not  only  has  of  the  United  States,  the  source 
no  ground  been  shown  for  con-  of  all  rights  under  patents,  as  if 
tending  that  by  necessary  impli-  in  response  to  that  decision,  has 
cation  the  statute  covered  other  enacted  a  law  making  it  unlaw- 
subjects  than  leases,  sales,  con-  ful  for  any  person  engaged*  in 
tracts  for  sales,  or  other  persons  interstate  commerce  "  to  lease  or 
than  lessees  and  purchasers,  but  make  a  sale  or  contract  for  sale 
the  Supreme  Court  had  in  Mo-  of  goods  ♦  •  *  machinery, 
Hon  Picture  Patents  Co,  v  Uni-  supplies  or  other  commodities, 
versal  Film,  243  U.  S.  518,  37  whether  patented  or  unpatented, 
Sup.  Ct.  416,  61  L.  Ed.  871,  L.  R.  for  use,  consumption  or  resale, 
A.  1917E,  1187,  Ann.  Cas.  1918A,  •  ♦  ♦  or  fix  a  price  charged 
959,  quoted  below,  indicated  Its  therefor  *  ♦  ♦on  the  con- 
Tiew  that  the  clause  in  question  dltiou,  agreement  or  under- 
was  passed  to  meet  a  clearly  de-  standing  that  the  lessee  or  pur- 
flned  controversy  which  con-  chaser  thereof  shall  not  use 
cerned  leases  and  sales.  The  ♦  ♦  •  the  goods,  •  ♦  ♦ 
case  of  Henry  v.  Dick,  224  U.  S.  machinery,  supplies  or  other 
1,  32  Sup.  Ct.  364,  56  L.  Ed.  645,  commodities  of  a  competitor  or 
Ann.  Cas.  1913D,  880,  involved  competitors  of  the  lessor  or 
the  sale  of  a  patented  machine,  seller,  where  the  effect  of  such 
and  the  decision  upheld  a  sales  lease,  sale,  or  contract  for  sale 
condition  that  other  than  sup-  or  such  condition,  agreement  or 
plies  made  by  the  seller  should  understanding  may  be  to  sub- 
not  be  used  in  its  operation  by  stantially  lessen  competition  or 
the  buyer.  Such  being  the  ad-  tend  to  create  a  monopoly  in  any 
Judged  law  of  the  land,  the  Su-  line  of  commerce.'  38  Stat.  730. 
preme  Court,  in  Motion  Picture  25.  "And  in  that  connection 
Patents  Co,  v.  Universal  Film,  it  will  be  noted  that  in  the  dis- 
248  U.  S.  518,  87  Sup.  Ct.  421  senting  opinion  in  Henry  v. 
(61  L.  Ed.  871,  L.  R.  A.  1917E,  Dick  (see  224  U.  S.  50,  32  Sup. 
1187,  Ann.  Cas.  1918A,  959),  not  Ct.  381,  56  L.  Ed.  645,  Ann.  Cas. 
only  overruled  that  case  but  1913D,  880)  the  Chief  Justice, 
changed  the  decided  law,  say-  with  two  Justices  concurring, 
ing :  suggested  the  very  congressional 
24.  " '  It  is  obvious  that  the  action  which,  we  submit,  was 
conclusions  arrived  at  in  this  afterwards  embodied  in  the 
opinion  are  such  that  the  decl-  Clayton  Act,  stating  that  their 
sion  in  Henry  v.  Dick  Co.,  224  dissent  would — 
U.  S.  1,  must  be  regarded  as  "  *  serve  to  make  it  clear  that  if 
overruled.*  But  in  doing  so  that  evils  arise  their  continuance 
court  suggested,  as  we  have  will  not  be  caused  by  the  inter- 
said,  its  view  that  Congress,  in  pretation  now  given  to  the  stat- 
passing  the  quoted  section  of  the  ute,  but  will  result  from  the 
Clayton  Act,  had  done  so  in  order  inaction  of  the  legislative  d»- 
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GONBTBcrcnoN— LDOTEi)  TO  LiAflESt  ant  an  agency  for  the  sale  of 

ga.s8  OB  coimucre  FOB  SiLKS,  standard    patterns,    the    court 

AND  TO   LEgSBBS  AND   PUBCHA8-  I^,             wtT        iT.,.    , 

BBS— GoBUnaed.  ^^  search  beneath  the  language 

employed  to  discover  the  real 

partment  in  failing  to  amend  nature  of  the  contract  and  will 

the  statute  so  as  to  avoid  such  place  its  own  construction  upon 

evils/  it  without  reference  to  Its  char- 

26.  "That,  shortly  after  this  acterization  by  the  parties 
decision  was  rendered,  Congress  themselves."  Standard  Fashion 
passed  the  clause  in  question,  Co.  v.  Magra/ne  -  Houston  Co.f 
gives  additional  weight  to  the  March  9, 1918,  254  Fed.  493,  495. 
view  that  Congress —  29.  Held,  that  a  contract  in 
" '  as  if  in  response  to  that  deci-  substance  one  of  sale,  though 
sion,  has  enacted  a  law  making  called  one  of  agency,  containing 
it  unlawful  for  any  person  en-  a  provision  that  the  convenantee 
gaged  in  interstate  commerce  undertakes  not  to  sell  any  of  the 
"  to  lease  or  make  a  sale  or  con-  products  involved  other  than 
tract  for  sale  of  goods/*  etc' "  those  of  the  vendor,  during  the 
Curtis  PuhlisMng  Co.  v.  Federal  term  of  the  contract,  under  the 
Trade  Commission,  March  2,  circumstances  concerned,  vio- 
1921,  270  Fed.  881,  904r-906.  lates  the  above  section.  Sta/nd- 
(See  case  in  this  volume,  p.  579  ard  Fashion  Co.  v.  Magrane 
at  pp.  606,  607.)  Houston  Co.,  June  28,  1919,  Cir- 
cuit Court  of  Appeals,  259  Fed. 
793. 

30.  "  ♦    *    ♦    we  turn  to  the 

See  also  ante,  pars.  18-21.  second   question,   namely :    Did 

the  present  contract  'lease  or 

27.  **  If  I  thought  that  the  sys-  make  a  sale  or  contract  for  the 
tem  of  marketing  defendant's  sale  of  goods'?  ♦  ♦  ♦  Turn- 
magazines  was  a  cover  to  avoid  ing,  then,  to  this  present  con- 
the  provisions  of  the  Clayton  tract  of  the  Curtis  Company 
Act,  or  obtain  a  monopoly,  I  •  ♦  ♦  we  note,  first,  that  the 
might  reach  a  very  different  con-  agreement,  which  is  entitled  a 
elusion,  but  I  am  satisfied  that  '  District  agency  agreement,'  is 
the  system  is  genuine,  and  not  in  form  and  verbiage  an  appoint- 
in  any  respect  other  than  what  ment  by  a  publisher  of  an  agent, 
it  represents  itself  to  be  and  an  agent  for  limited  terrl- 
♦  ♦  ♦/'  Hand,  J.,  In  Pictorial  tory  and  for  a  mutually  optional 
Review  Co.  v.  Curtis  Publishing  time,  for  the  purpose  of  (a) 
Co.,  June  23, 1917,  255  Fed.  206,  seUing  and  (b)  distributing  its 
209.  magazines.    Now,  there  are  no 

28.  "If  an  agency  only  were  words  in  the  contract  which 
created  by  the  contract  in  ques-  purport  or  contemplate  the  sale 
tlon  it  is  clear  that  the  provi-  of  such  magazines,  and  there  is 
sions  of  this  Act  would  not  ap-  express  provision,  if  (a)  a  sale, 
ply,  because  by  its  terms  it  is  or  (b)  a  distribution,  to  third 
made  applicable  to  leases,  sales,  parties,  is  not  effected,  the  mag- 
or  contracts  for  sale.  Although  azines  consigned  are  to  be  re- 
the  plaintiff,  by  the  terms  of  the  turned  to  the  publisher.  Indeed, 
contract,  grants  to  the  defend-  the  nature  of  the  transaction. 
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the  neoessary  haste  to  get  the  82.  "The  subject  of  the  con- 
magazines  into  the  hands  of  the  tract  is  a  large  quantity  of 
boys  at  once,  shows  of  itself  magazines,  and  the  object  of  the 
that  there  was  no  reason  for  contract  is  not  to  vest  owner- 
transferring  title  by  sale.  It  ship  of  them  in  the  other  party 
was  not  the  handling  of  com-  to  the  contract,  but  to  pass 
modities  of  which  sales  would  those  magazines  by  the  use  of 
naturally  be  made.  It  was  a  other  agencies  into  the  hands  of 
contract  for  distributing  and  the  public  And  the  object  of 
speeding  up  deliveries  of  an  placing  these  magazines  in  the 
article  whose  whole  value  de-  hands  of  the  public  is  not  alone 
pended  on  the  haste  with  which  to  get  from  the  real  buyer  of 
it  passed  from  the  agent*s  pos-  the  magazine  its  comparatively 
session.  «  •  «  All*  of  these  small  price,  but  by  placing  it  In 
and  other  details  that  might  be  the  hands  of  a  vast  number  of 
cited  evidence  that  the  relation  buyers  to  thereby  enable  the 
created  by  this  contract,  and  by  publisher  to  obtain  that  adver- 
Its  expressed  terms  meant  to  be  tising  patronage  which  is  the 
created,  was  one  of  agency,  and  financial  mainstay  of  all  such 
that  there  is  an  entire  absence  periodical  publications.  It  has 
In  the  contract  of  any  terms  or  therefore  seemed  to  us  that  the 
words  usual  or  requisite  to  ef-  unique  character  of  the  subject 
fecting  or  evidencing  a  sale,  as  matter  of  this  contract,  the  ob- 
w^  as  of  circumstances  invit-  Ject  the  .publisher  had  in  view, 
tng  or  necessitating  a  sale.  and  the  phraseology,  conditions, 
31.  "  We  have  not  overlooked  and  obligations  of  this  contract, 
the  fact  that  the  contract  pro-  unite  to  make  the  contract  one 
vides  for  the  maintenance  by  the  of  consignment  to  a  distributlAg 
agent  in  the  hands  of  the  pub-  agent,  who  was  furthering  the 
Usher  of  an  advance  sum  of  business  of  his  principals,  and 
money  sufficient  to  indemnify  not  one  of  a  buyer,  who  thereby 
the  publisher  for  all  magazines  acquires  title  for  his  oven  indl- 
forwarded.  But  in  our  Judg-  vidual  purposes."  Curtis  Pub- 
ment  this  deposit  can  not,  in  U$hing  Co.  v.  Federal  Trade 
view  of  the  right  of  return,  be  ComnUsHon,  March  2,  1921,  270 
regarded  as  a  payment,  but  Fed.  881, 906-008.  (See  case  in 
rather  as  an  indemnity  to  se-  this  volume,  p.  579  at  pp.  607- 
cure  payment,  for  all  copies  the  609.) 
agent  does  not  return.    ♦    ♦    ♦          

•KT^     *-  4.v^  #«.^  4.^  K^  ^..^.i^w^b^.w*  CONSTirmONALlTT — ^PATBHTS  PBI- 

Nor  is  the  fact  to  be  overlooked  yiotolt  c«AimD.« 
that  the  contract,  taken  as  a 

whole,  could  not  be  satisfied  by  83.  "  ♦     ♦     ♦     the  court  can 

the  mere  fact  of  sale  to  a  buyer,  conceive  of  no  reason  why  Ck>n- 

f^r,   if   the   transaction    ended  gress  can  not  restrict  the  rights 

with  a  sale  by  the  publisher,  of  patentees,  if  in  Its  opinion 

the  whole  spirit  and  purpose  of  they  are  used  in  a  manner  re- 

the    contract    would    be    lost,  suiting  in  oppressing  the  public 

which  is  that  the  distributing  A  patent  is  merely  a  privilege 

agent  should  distribute  to  the  granted  to   inventors   by  Ck>n- 

boys  and  the  boys  distribute  to  gress,  and  whenever  that  priv- 

their  personal  customers.  liege  is  abused  or  is  found  to  be 


"On  patent  or  trade-mark  monopoly  as  beretofora  involved  under  this 
Aet,  see  ante,  pan.  8-11,  22 ;  po$t,  para.  6&-4HI. 


496  ACTS  ADMIiaSTERED  BY  CX)]iCMISSION. 

ANNOTATIONS,  SBC.  »— Continued. 

COTCSTlTimoifALlTT— PAT1HT8  P»B-  contracts  ss  are  attacked  In  this 

T10U81T  SKANTID  —  GoBtbiif  d.  ^^^  j^  ^^^  ^^^  f^^^^^  ^h^t  the 

exercised  In  a  manner  contrary  patentee  has  a  vested  right  In 

to  the  public  policy  of  the  Gov-  them  of  which  the  legislature 

emment,  Congress  certainly  has  may  not  deprive  him,  if.  In  its 

the  power  to  enact  laws  which  opinion,  they  are  detrimental  to 

will    prevent    such    an    abuse,  the  public  welfare.    While  It  is 

♦      •      •  "      United    States    v.  true,  as  claimed  by  counsel,  that 

United    Shoe    Machinery    Co.,  by  the  tenth  amendment  to  the 

June  6, 1916,  234  Fed.  127-151.  Constitution  the  police  power  is 

84.  "  The  contention  on  behalf  reserved  to  the  States,  it  is  now 
of  defendants  is  that,  prior  to  well  settled  that,  as  the  Consti- 
and  at  the  time  of  the  enact-  tution  vested  in  Congress  the 
ment  of  the  Clayton  Act,  it  was  exclusive  power  to  regulate  com- 
thelaw  ♦  •  •  that  terms  and  merce  among  the  States  and 
restrictions  such  as  are  con-  grant  patents,  it  possesses  what 
talned  in  the  leases  and  attacked  ig  akin  to  the  police  power  of  the 
in  this  action  •  were  not  of-  States,  the  right  to  regulate  acts 
fensive  to  the  letter  or  policy  of  relating  to  them,  including 
the  law'    ♦    ♦    ♦."  licenses,    sales,    contracts,    and 

85.  "  There  is  nothing  in  the  leases  of  patented  articles,  espe- 
laws  relating  to  patents  which  daily  when  employed  in  com- 
in  anywise  affects  contracts  for  merce  among  the  States  or  for- 
license,  use,  sale,  or  lease  of  pat-  elgn  States.    ♦    •    •.*• 

ented  articles.   They  are  subject  39.  "  So,  even  If  [conceding?] 

to  the  same  governmental  and  the  claim  that  the  former  de- 

leglslatlve  control  as  other  con-  clslons   relied   on   constitute   a 

tracts.    ♦    ♦    ♦»•  vested  right  in  the  patentee,  it 

36.  "  In  short,  Individual  would  still  be  subject  to  regula- 
rights,  whether  claimed  under  tion  by  Congress,  under  the  corn- 
patents  or  otherwise,  must  be  merce  as  well  as  the  patent 
subordinated  to  the  public  good,  clauses  of  the  Constitution,  and 
and,  unless  clearly  arbitrary  and  In  some  matters,  to  the  police 
unreasonable,  courts  will  respect  power  of  the  States.  *  ♦  ♦  »» 
the  acts  of  the  legislative  de-  40.  '*  Besides,  decisions  of 
partment  There  are  but  few  courts  do  not  create  rights 
public  regulations  which  do  not  which  become  vested  to  the  ex- 
deprive  persons  of  rights  there-  tent  that  they  may  not  be  im- 
tofore  enjoyed.  As  abuses,  paired  by  subsequent  leglsla- 
harmful  to  the  public,  are  found  tion,  except  as  they  become  res 
to  exist,  new  laws  are  enacted  judicata  between  the  parties  to 
to  prevent  them,  and  they  the  act  and  their  privies.  They 
necessarily  deprive  those  who  are  rules  of  property  which  will 
practiced  them  of  any  right  to  not,  for  slight  reasons,  be 
continue  them.  changed     by     later     decisions, 

37.  ''If  a  business  is  sub-  but  even  such  decisions  may 
ject  to  regulation,  the  contracts  have  been  overruled  frequently, 
made  in  its  conduct  are  subject  •    ♦    •*' 

to  regulation.    ♦    ♦    ♦  »•  41.  "  Of  course,  tills  does  not 

38.  "  Conceding  that  the  courts  apply  to  vested  rights  under  a 
had  previously  sustained  the  statute  or  contract  based  on  a 
right  to  make  such  leases  and  valuable  consideration,  and  not 
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subject    to    the    police    power.    March  81,  1920,  264  Fed.  188, 
♦     *    ♦"  147-152,  154. 

42.  "  ♦     ♦     ♦     A  statute  ad-  

<li.^«»^wf  4.r»  ^^  ,.»«4-4^.o«.  ^«  BETBOACTITJB  EFFECT  ON  EX- 

dressed  to  no  particular  person  ^^^^  contbacts. 
does  not  constitute  a  contract, 

and  therefore  .creates  no  vested  45.  "  ♦  ♦  ♦  Counsel  for  de- 
right,  and  may  be  repealed  at  Pendant  earnestly  insists  that, 
any  time.  ♦  •  ♦  The  patent  even  if  Congress  so  intended,  the 
laws  of  the  United  States  are  statute  can  not  be  so  construed 
addressed  to  no  one  in  partlcu-  *^  to  apply  to  preexisting  con- 
lar,  but  dictated  by  public  pol-  tracts  without  violating  funda- 
icy,  restrained  only  by  the  mental  and  constitutional 
Constitution,  that  the  patent  rights.  •  •  • 
'secure  for  a  limited  time  to  46.  "Congress  derived  its 
inventors  the  exclusive  right  to  power  to  enact  such  legislation 
their  discovery.* "  from  the  commerce  clause  of  the 

43.  "  Besides,  there  is  nothing  Constitution,  and  the  power  so 
In  the  National  Constitution  conferred  is  broad,  comprehen- 
which  prohibits  Congress  or  a  sive,  and  all-embracing.  All  per- 
State  from  nullifying  existing  sons  entering  into  contracts  in- 
contracts,  if,  in  the  opinion  of  volving  interstate  commerce 
the  legislative  department,  based  must  dcf  so  subject  to  the  right 
on  substantial  grounds,  they  are  of  Congress  thereafter  to  con- 
injurious  to  the  public.  All  con-  trol,  regulate,  or  prohibit  the 
tracts  for  a  definite  period  must  performance  thereof.  *  Every 
be  taken  to  have  been  made  sub-  owner  of  property  holds  the 
ject  to  a  possible  change  by  law,  same  subject  to  such  action  as 
under  the  police  power,  if  the  the  sovereign  power  of  the  State 
public  welfare  demands  It,  and  may,  in  the  exercise  of  its  legitl- 
thls  is  to  be  determined  by  the  mate  sovereignty,  adopt  in  rela- 
lawmakers.    ♦    •    ♦"  tion  to  it.*    It  is  now  too  well 

44.  "The  conclusion  reached  settled  to  admit  of  controversy 
is  that,  while  Congr^  can  not  that  a  contract  to  do  a  thing, 
deprive  a  patentee  of  the  exclu-  liwful  when  made,  may  be 
sive  use  of  the  patent,  or  reduce  avoided  by  subsequent  legisla- 
the  time  for  which  it  is  granted  tion  making  it  unlawful,  and 
by  existing  law,  without  violat-  that  an  act  of  Congress  may 
ing  the  fifth  amendment,  a  pat-  lawfully  affect  rights  which  had 
entee .  has  no  vested  right  in  their  inception  before  its  passage 
conditions  of  contracts  for  use,  [citing  cases].'*  EUiott  Machine 
license,  or  lease  of  his  patented  Co,  v.  Center,  February  20, 1915, 
invention,  which  Congress  may  227  Fed.  124, 126. 

not  prohibit,  if,  in  its  judgment,  ihtebstatb   COMMEBGE "l-cok- 

they  are  injurious  to  the  public  tbacts  of  ik>mestic  coiicebns 

welfare,  though   he   may   have  BECEiYiwo  subject  hatteb 

possessed  that  right  under  the  THBOUfiH  ditebstate  cohhebce. 

common  or  municipal   law,  as  47.  "Federal  Trade  Commis- 

theretofore    construed-  by    the  sion  and  Clayton  Acts  have  no 

courts.    ♦    •    ♦"    United  States  application    to    a    contract   be- 

V.  United  Shoe  Machinery  Co,,  tween  a  domestic  oil  company 

"•See  alM  M»te,  annotations  to  Federal  Trade  CommiBsion  Act,  pars. 
8fr--48,  pp.  4S2,  468,  and  po^t,  par.  54. 

74636—22 82 
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IIITBBSTATE    COMMBBCI!— COW-  cuted  by  him  after  the  machines 

TBACT8    OP    DOKESTIC    CONCERNS  *,„^,    ,^^^„    ^^^    „„    „„^    „,^^    . 

BE  CE I  TING    SUBJECT    MATTBB  ^^'^    ^^^°    ^^^   "P    *°^    ^^^   *° 

THBOUGH    INTEBSTATB    COM-  Operation,  regardless  of  the  fact 

KEBCE — CoBtiBHeiL  from  what  State  the  defendants 

shipped  them  "  and  It  appeared 

and  a  domestic  partnership  en-  ^i^at  "  the  custom  then  prevail- 

gaged  in  the  garage  business,"  ing  ^^s:   The    shoe    manufac- 

nnder  the  terms  of  which  the  turer    would    notify    the    local 

oil  company  lent  the  partnership  representative    of    the   defend- 

a  gasoUne  pump  in  considera-  ants  that  he  desired   to  lease 

tion,  among  other  things,  of  the  certain  machines,  whereupon  a 

latter  agreeing  not  to  use  said  ^lank  printed   order  would  be 

pump  for  any  other  product  than  handed  to  him.    He  would  then 

the  lender's,   "  claimed  by  the  insert  in  a  blank  left  for  that 

garage     partners,     when     sued  purpose  the  kind  of  machine  or 

under  it,  to  have  been  against  machines   he  desired  and  sign 

public  poUcy  and  in  restraint  of  ^^^  application.     The  order  is  : 

trade,   though  the  gasoline  in-  «piease    deliver    to  the  under- 

volved  was  brought  to  plaintiff  g^g^ed,  upon  the  terms  and  con- 

oil  company's  place  of  business  ^^^^^^^^   hereinafter   stated,   for 

by  interstate  commerce."    (Quo-  ^se  in  the  factory  of  the  under- 

tation  from  syllabus.)     Quincy  gjg^ed  at  (Insert  St.  Louis,  Mo., 

Oa  Co.  V.  Sylvester,  March  7,  ^^  wherever  the  factory  is  lo- 

1921,  130  N.  E.  217  (Mass.).  ^ated)  the  machines.'  etc. 

LEASES.  50.  "It  also  contains  an  obli- 

48.  "  It  may  be  conceded  that  gation  that  he  will  hold  the  ma- 
every  lease  is  not  commerce,  but  chines  at  his  sole  risk  from  in- 
that  is  not  conclusive  that  none  Jury,  loss,  or  destruction  by  fire 
may  be.  Each  case  must  be  or  otherwise,  pay  all  taxes  as- 
determined  from  the  peculiar  sessed  and  levied  on  them,  will 
facts  shown  to  exist  in  that  render  full  and  accurate  reports 
case.  When  a  corporation  with  of  the  machines,  pay  the  rental 
millions  of  capital,  dbing  an  an-  and  royalties  established  by  the 
nual  business  amounting  to  mil-  defendants,  and  pay  all  ship- 
lions  of  dollars,  sees  proper  to  ping  and  transportation  charges, 
conduct  its  business  by  only  both  to  and  from  the  factory  of 
leasing  its  chattels.  Instead  of  the  machinery  company.  An 
selling  them,  why  is  it  not  as  order  would  then  be  sent  to  the 
much  engaged  in  commerce  as  if  home  office  of  the  defendant 
It  sold  them  outright?"  United  Maine  company  in  the  State  of 
States  V.  United  Shoe  Machin-  Massachusetts,  and,  if  accepted, 
ery  Co.,  June  6.  1016.  284  Fed.  the  machines  would  be  shipped 
127,  143,  144.  from   Massachusetts,  consigned 

PUCE  OP  BIBClinOH.  *»  »^^^'-     ^f""  *«*•■  *"»'*»  »* 

the  destination,  they  would  be 

49.  Where  the  contention  was  taken  from  the  carrier  by  de- 
made  that  certain  leases  were  fendants'  agent  and  installed  in 
not  in  the  course  of  interstate  the  shoe  factory,  and,  when  set 
trade  upon  the  ground  that  they  up  and  put  in  operation,  the 
"  were  only  presented  to  the  lease  would  be  executed."  Held, 
lessee  for  signature    and    exe-  that  such  contention  can  not  be 
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rastained.      United    States    ▼.    Machinery  Oo.,  June  6, 1916,  284 
United    Shoe    Machinery    Co.,    Fed.  127,  160. 
March  31,  1920,  264  Fed.  188, 


158. 


DITBBfirriTB  COMMBBGE— ATBB- 

HSnr   OF  TBAHSACnON   IN,   COR- 

PLACSB    OF   ACT   OF   IUFBDIGB-  ^^»'^"  ^^  PIBAMB. 

"^'  64.  "  Relative  to  leases  of 
51,  "Inasmuch  as  the  con-  shoe  machinery  being  transac- 
tract  •  ♦  ♦  Involved  and  re-  tlons  in  the  course  of  Interstate 
strained  Interstate  commerce,  It  commerce,  which  alone  are 
makes  no  difference  that  the  par-  wade  unlawful  by  Clayton  Act, 
tlcular  act  of  infringement  oc-  October  15,  1914,  paragraph  3 
curred  within  the  State  of  New  (Comp.  St.,  par.  8835c),  the 
York,  and  the  prohibitions  of  allegation  of  answer  merely  that 
the  Clayton  Act  apply  [citing  they  were  made  in  the  course 
cases]."  Motitm  Picture  Pat-  of  sue*  commerce  is  a  conclu- 
ent8  Co,  V.  Universal  Film  Co,,  8»on  of  the  pleader."  (Quota- 
Circuit  Court  of  Appeals,  1916,  tion  from  J^llabus.)  Withereil 
235  Fed.  398,  401.  Affirmed  rf  Dobbins  Co.  v.  UnUed  Shoe 
<1917)  In  243  U.  S.  502,  Machinery  Co,,  Circuit  Court  of 

Appeals,  November  9,  1920,  267 

Fed.  950. 


IfECESSABT   PABTUBS. 


PLBABINfi— IN  OENEBAL.** 

62.  "  It  win  be  noticed  that  in 
this    Act     [the    Claytoft    Act] 

there  Is  nothing  said  of  com-  55.  '*The    contract    here    In- 

binatlons   or  conspiracies,   nor  volved  covered  the  arrangements 

that  the  parties  complained  of  made  by  common   carriers  for 

are  monopolizing  or  attempting  moving  the  Georgia  fruit  crop 

to  monopolize  any  part  of  the  during  the  season  which  wa«  ^^ 

commerce    among    the    several  begin  23  days  after  entry  of  the 

States,  as  was  required  in  the  order  to  cease  and  desist.    The 

Sherman    Act.     ♦     ♦     •    Bvi-  previous  year  the  crop  amounted 

dently  Congress  was  not  satis-  to  7,600  cars  of  peaches,  and  it 

fled  to  only  prohibit  actual  les-  had    to    be,    and    was,    moved 

senlng  of  competition,  or  mo-  within  a  few  weeks.     To  the 

nopoUzlng,  but  to  make  it  un-  action  here' complained  of  [con- 

lawfnl   for  any  person   to   do  tracts  under  the  terms  of  which 

those  acts,  which  may  put  it  In  the  company  agreed  to  furnish 

his  power  to  do  so.  refrigerator  cars  and  refrigera- 

58.  *'  For  these  reasons,  in  the  tor  service,  and  the  railroad 
opinion  of  the  court,  all  that  is  agreed  to  pay  the  charges  stlpu- 
necessary  to  state  a  cause  of  lated,  patronizing  the  company 
action  under  the  Clayton  Act  Is  exclusively,  with  respect  to  their 
to  charge  that  the  defendants  requirements  for  such  cars  and 
committed  the  acts  prohibited  service]  and  In  which  the  con- 
by  the  statute  and  that  they  tract  was  In  part  held  to  be  ille- 
tend  to  substantially  lessen  gal,  the  carriers  were  not  par- 
competition  or  create  a  monop-  ties.  The  carrier's  consideration 
oly  In  Interstate  commerce."  *■  for  the  contract  consisted  of  two 
United   States  v.   United   Shoe  promises,  viz,  first,  that  it  would 

**  Bee  also  imte,  sDBotationi  to  F«Mteral  Tnd«  ComniiitloB  Act,  pti^ig. 
£2-66.  p.  466. 
*  Bee  aleo  mnt9,  per.  17. 
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puuBnra— mcBSSiST  PiBrm—  dltlons  of  the  leases,  or  suffer 

0*BUBae4.  ^jg   penalttes    set   out   In   the 

take  aU  Its  requiremento  of  re-  ^*^ff*  .    .    .   ,^   _.^^  ^   . 

irlgerator  car.  from  petitioner ;  «T.  «  •    •    •   The  rWit  to  Un- 

and  second,  that  It  would  pay  ^  »  ^^^  ^^"^^  '"'5!^^ 
Icing  charges  and  ateo  three-  certain  things  is  Just  as  eftectlTC 
fonrths  of  1  cent  per  mile  ron  t®  P^'^nt  t^em  as  a  covenant 
on  the  lines  of  the  carrier,  which  "«*  *»  •*<>  *»»««"•  "  ^  therefore 
was  the  usual  charge  (80  I.  O.  «nne«ssarT  that  the  lessees 
C.R..p.6e6).  Inasmuch  as  the  should  hind  themselves  to  these 
exclusive  clause  covered  the  only  conditions  or  agreements  by  cot- 
agreement  in  the  contract  t»  «>««'*»•  "  ^  snffldent  if  the 
use  any  cars,  the  destruction  of  ^^^'^'^  '^^  inevitable  effect  of 
that  clause  destroyed  the  mu-  ^  l**"*-  accepted  by  them, 
tuality  of  the  contract  and  it  ^^ads  to  the  same  result  as  If 
could  not  be  enforced.  tCltlng  ""^y  ^"'^  ^  exP"™  terms  bound 
cases.]  Such  being  the  effect  themselves  not  to  use  any  other 
of  the  finding  and  order,  the  machines  or  materials  than 
carriers  were  necessary  parties.  «"««  inanufactured  or  dealt  In 
V.  8.  V.  V.  8.  8hoe  MacMmerv  ^^  «•«  defendants.  But  to  re- 
Co.,  247  U.  S.  82,  60."  Prvit  "0^«  *^  ^o""  "^^  «»«  ^^ 
Orou>er»  mpret,.  Inc..  v.  Fed-  ■'«*'  Con«««8,  out  of  abundant 
eral  Trade  Ctmmitrion,  June  16,  «=*««<"'•  "/ded  the  words  'or 
1921,  274  Fed.  205.  206.  underetanding    after  the  word. 

'  contracts  or  agreements.*    The 

TTING  OB  BXGLUSm  C0KTBACT8  OB  yrotd    *  understanding,*    as    de- 

LEASES— ABSEHCB     OF    EXPBE8S  o   ^  ^     lexicoffranhera.  inrlndM 

ASSEirr  on  pabt  of  imsbb,  ob  f^^^y  le^cographers,  indnaes 

coTEHAimn.  mental    discernment,    conq;>re' 

hension,      clear      knowledge.*  ** 

56.  "•    •   •   But  It  Is  cUlmed  United  8tate9  v.    United  Shoe 

that   there   is  nothing   In   the  Machinery   Co,,  June   6,   101C, 

leases  whereby  the  lessees  cove-  234  Fed.  127, 147, 148. 

nant  or  bind  themselves  not  to 

use  any  machines  manufactured  "Zll  ^^fJl^f-JJil'^S;^" 

.                          ,                      .  GEHSB  TO  ■AKUFACTUBB  VHBIB, 

by  other  parties,  or  purchase  ma-  gohditioiibb  oh  pubchasb  baw 
terials  which  are  dealt  in  by  the  hatebials  thkbsfob  fboh  u- 
defendants,  from  others.   This  is  cehsob  (LBSSOB). 
true,  but  as  the  lessors  retained  g^  ^^  ^^  ^^  ^^ .  ^^ 
the  right,  in  case  any  other  ma-  ^^^  ^^^ 
chines  are  used  in  the  manufac- 
ture of  shoes  than  those  manu-  58.  Plaintiff    sues    to    enjoin 
factured  by  the  defendants,  of  defendant  from  interfering  with 
canceling  the  leases  and  remov-  its  contracts  with  third  parties, 
ing  the  leased   machines,   and  Said  contracts  bound  such  third 
further  provide  for  a  rebate  to  parties   to  purchase   all  mate- 
those  who   comply   with   these  rials  for  the  manufacture  of  an 
terms,  which  those  using  other  article,    the   patents   on   which 
machines  or  material  do  not  re-  were  owned  by  plaintiff  in  con- 
ceive,    there     is     an     implied  sideration    of    a    license    from 
promise    on    the    part    of    the  plaintiff,  to  such  third  parties 
lessees  not  to  violate  these  con-  to    manufacture    such    article. 
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The  injunction  was  resisted  on  the  licensee  may  not  make  or 

the  ground,  among  others,  that  deal  In  the  materials  for  use  as 

the  contract  violated  section  3.  ingredients    of    articles    other 

The  court,  on  motion  for  a  pre-  than  gears  or  use  or  deal  in 

liminary  injunction,  declined  to  such  articles  when  made.    The 

sustain     this     contention     and  patents,  if  valid,  added  a  new 

granted  the  relief  sought,  stat-  use  for  the  material,  hut  left 

ing  in  part:  the  field  of  prior  uses  of  the 

59.  **  It  appears  from  the  af-  material  and  of  articles  other 
fldavits  that  82  licenses  iden-  than  gears  made  therefrom  un- 
tlcal  in  terms  and  conditions  affected.  The  license  agree- 
with  the  license  to  the  Else-  ment  may  not,  therefore,  if  the 
mann  Company  were  granted  by  patents  are  valid,  be  held  un- 
the  plaintiff  to  gear  manufac-  lawful  as  t^iding  to  create  a 
turers  in  the  United  States,  and  monopoly  or  to  substantially 
that  this  number  constitutes  lessen  competition  in  the  line 
more  than  a  majority  of  the  of  conmierce  of  making,  using, 
gear  manufacturers  of  this  coun-  or  selling  articles  made  of 
try.  It  likewise  appears  that  fibrous  material  and  a  binder  or 
gears  differing  in  composition  laminations  of  cloth,  and  a  phe- 
and  design,  but  supplying  in  nolic  condensation  product,  and 
whole  or  in  part  the  want  now  the  like,  or  articles  other  than 
filled  by  the  Conrad  gears,  were  gears  made  from  such  material, 
being  made  and  used  in  large  A  contrary  result  would  prob- 
numbers  before  the  Conrad  ably  follow  if  the  patents  are 
gears  were  put  upon  the  market  not  valid. 

The  plaintiffs  license  agreement  61.  "  But,  assuming  the  pat- 
does  not  contain  any  condition  ents  to  be  valid,  has  the  manu- 
that  the  licensee  shall  not  make,  facture  of  gears  under  the 
use,  or  deal  in  the  gears  of  any  Conrad  patents  created  a  new 
competitor  or  competitors  of  the  '  line  of  commerce  *  within  the 
plaintiff.  The  license  agreement  mining  of  the  Clayton  Act, 
may  not,  therefore,  be  held  un-  namely,  the  supplying  of  ma- 
lawful  as  tending  to  create  a  terial  for  making  Conrad  gears, 
monopoly  in  gears.  If  the  Con-  and  if  so,  may  the  effect  *  *  * 
rad  gear  has  supplanted  other  of  the  license  agreement  be  to 
gears,  as  to  which  there  is  no  substantially  lessiBn  competition 
evidence,  the-  cause  for  such  or  tend  to  create  a  monopoly 
supremacy  lies  outside  the  con-  therein?  Whether  the  making 
tract,  and  consequently  does  and  sale  of  the  materials  to  go 
not  bring  the  contract  in  con-  into  the  Conrad  gears  is  a  '  line 
fllct  with  either  the  statute  or  of  commerce'  within  the  mean- 
public  policy.  ing  of  the  Clayton  Act  is  under 

60.  "Again,  as  the  gear  ma-  the  evidence  before  the  court 
terial  is  unpatented.  It  may  be  not  free  from  doubt  and  no 
assumed  that  there  was,  prior  opinion  will  now  be  expressed 
to  the  grant  of  the  Conrad  pat-  thereon.  Assuming,  however, 
ents,  a  '  line  of  commerce '  in  that  that  would  constitute  such 
such  material ;  but,  if  the  pat-  '  line  of  commerce,'  and  that 
ents  are  valid,  only  of  course  the  patents  are  valid,  is  the 
for  purposes  other  than  for  contract  a  lawful  one?  Re- 
gears.  Yet  the  license  agree-  vised  Statutes,  section  4884 
ment  contains  no  condition  that  (Comp.  St.  9428), provides  that: 


502  ACTS  ADMINISTEBED  BY  COMMISSION. 

ANNOTATIONS,  SEC.  S— Continued. 

TYING  OB  KXCLUgiTB  coNTlsiCTS  OB  gear  material,  was  to  surrenaer 

?f^^«t"^n^w?S.?!lr^7  to  the  Public  the  licensor's  mo- 

LICENgB    TO    HAKUFACTUBE    UH-  ,     *_  ,      ^.  ^  ^   , 

DEB,  CONDITIONED  ON  PUBCHABl  ^^poly  to  make  the  material  en- 

BAW  ■▲TBBUL8THBBEF0BFB0H  teriDg  Into   snch   gears,   or   to 

UCENSOB  (LE880B)— OoBtiaMd.  create    a    'line    of    commerce' 

*  Every   patent   shall   contain  within  the  meaning  of  the  Clay- 

♦     •     •     grant    to    the    pat-  ton  Act 

en  tee,  his  heirs,  or  assigns,  for  63.  "Nor  do  I  see  how  the  effect 
the  term  of  17  years,  of  the  ex-  of  reserving  such  right  to  the 
elusive  right  to  make,  use,  and  licensor  may  he  to  lessen  corn- 
vend  the  invention  or  discovery  petition  that  never  existed  or 
throughout  the  United  States  tend  to  create  a  monopoly  that 
and  the  territories  thereof.*  was  complete  in  the  licensor  be- 
02.  "A  patent  gives  to  the  pat-  fore  the  contract  was  made.. 
entee  the  right  not  only  to  pre-  This  tentative  conclusion  is,  I 
vent  others  from  making  the  think,  in  accord  with  Wallace 
patented  article,  but  also  to  pre-  v.  Homes,  9  Blatch.  65,  29  Fed. 
vent  others  from  making  any  Gas.  74,  and  not  in  conflict  with 
ingredient  or  part  of  such  pat-  liotion  Picture  Co.  v.  Universal' 
ented  article  with  intent  that  Film  Co.,  243  U.  S.  502,  37  Sup. 
such  ingredient  or  part  shall  be  Ct  416,  61  L.  Ed.  871,  L.  R.  A. 
used  in  the  patented  article,  for  1917E,  1187,  Ann.  Gas.  1918A,. 
as  a  patentee  may  maintain  a  959;  for  as  I  understand  the 
suit  for  infringement  against  a  latter  case,  the  question  there 
person  making  such  patented  decided  is  radically  different 
article,  so  may  he  also  maintain  from  the  one  now  under  consid- 
a  suit  for  contributory  infringe-  eration.  Furthermore,  the  trend" 
ment  against  a  person  making  of  the  Motion  Picture  Company- 
and  selling  the  ingredients  or  Gase  is  not  manifest  in  U.  8.  v.. 
parts  for  use  in  the  patented  United  Shoe  Mach.  Co.,  247  IT.  S.. 
article.  The  right  to  make  the  32,  38  Sup.  Gt.  473,  62  L.  Ed., 
parts  and  material  entering  into  968,  and  it  is  not  clear  that  the* 
the  patented  article,  and  to  ex-  latter  case  did  not  modify  the 
dude  others  from  making  them,  former.  It  is  thus  seen  that  if 
if  such  parts  and  material  are  the  making  and  selling  of  ma- 
unpatented  as  in  this  case,  terial  for  Gonrad  gears  is  a 
would  seem  to  be  an  inevitable  '  line  of  commerce.'  within*  the- 
adjunct  of  the  patent  and  a  part  meaning  of  the  Glayton  Act,. 
of  the  patent  monopoly.  There  which  is  not  decided,  that  the^ 
is  no  evidence  in  this  case  that  validity  of  the  contract  depends - 
the  patentee  or  his  assignee,  the  upon  the  validity  of  the  pat- 
plaintiff,  ever  surrendered  this  ents — ^not  the  admission  of 
monopoly  to  the  public.  I  do  validity  made  by  the  licensee,, 
not  see,  therefore,  that  the  effect  but  upon  their  actual  validity."' 
of  granting  a  license  to  manu-  Westinghouse  Electric  d  Mfg.. 
facture  the  Gonrad  gears,  but  Co.  v.  Diamond  State  Fibre  Co.,, 
reserving  to  the  licensor  the  March  27,  1920,  268  Fed.  121',. 
right  to  continue  to  make  the  125,  126. 
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BY  OWNKB  OF  (UGBR  PBOCIM  oly  would  give  to  the  defendant 

OB  FOBMULA.  OOOD  WILL.  INB  ^  complete  and  exclusive  mo- 

MENT    OF    PABT    OF    POTBimAL  ^^^^    ^^      ^^    ^®    fountain 

BUSBIBSB.  business  and  tlie  bottling  busi- 
ness.    The   accomplishment   of 

See  also  ante,  pars.  S-ll ;  post,  this  result  through  the  instni- 

par.  112.  mentality  of  the  antimonopoly- 

statutes     would,     indeed,     be 

64.  Sued  to  enforce  a  con-  unique.  That  of  necessity  there 
tract  made  by  its  predecessor,  is  competition  between  the  hot- 
In  whidi  said  predecessor,  tied  drink  and  the  fountain 
owner  of  a  valuable  secret  proc-  drink  can  not  be  seriously  ques- 
ess  or  formula  for  maldng  a  tioned.  The  contract  did  not  fix 
beverage,  theretofore  confined  to  a  price  for  the  bottled  drink.  It 
the.  fountain  trade,  and  of  a  did  not  fix  a  price  for  the  foun- 
valuable  good  will,  and  trade  tain  drink.  The  defendant  may 
names  and  marks  in  connection  sell  its  fountain  syrup  for  such 
with  its  product,  gave  exclusive  price  as  it  pleases  subject  to 
rights  for  the  bottling  business  the  inevitable  result,  if  it  raises 
in  a  large  territory  to  complain-  its  price  too  high,  that  the  de- 
ant*s  predecessors,  and  the  right  mand  for  the  fountain  drink 
to  use  its  trade  names  and  will  decrease,  and  that  for  the 
marks  in  connection  therewith,  bottled  drink  increase.  The  con- 
in  return  for  their  undertaking,  vers6  would,  of  course,  be  true, 
among  other  things,  to  carry  on  should  the  price  of  the  bottled 
such  business  in  the  territory  drink  greatly  exceed  that  of  the 
in  question  and  take  all  their  fountain  drink. 

syrup  from   it,  defendant  con-  66.  "The     defendant     points 

tended   that   the   contract   was  out  certain  covenants    *     *     * 

void  undbr  the  law  of  Georgia,  to  show  that  the  contract  is  in 

the  Sherman  Act,  and  the  Clay-  restraint    of    trade.      It    cites 

ton  Act.     The  court  stated,  in  Floding  v.  Floding,  137  Ga.  531, 

declining  to  sustain  this  conten-  73  S.  E.  729,  and  other  cases,  to 

tion :  show  that  the  courts  of  Georgia 

65.  "  It  is  next  contended  by  refuse  to  recognize  an  agree- 
the  defendant  that,  if  the  con-  ment  not  to  operate  the  same 
tract  be  construed  as  it  is  now  business  in  a  territory  very 
construed  by  the  court,  it  is  void  large  in  area  as  being  in  [un?]- 
under  the  law  of  Georgia,  the  reasonable  restraint  of  trade. 
Sherman  Act,  and  the  Clayton  But  such  cases  have  no  analogy 
Act.  In  this  connection  it  to  the  case  at  bar,  where  the 
should  be  observed  that  the  effect  of  the  contract  was  not  to 
effect  of  the  contract  was  not  a  transfer  the  whole  business  of 
merger  or  consolidation  of  busi-  the  vendor,  but  only  an  inci- 
nesses  theretofore  existing  in  dental  and  potential  business 
severalty,  but  was  the  complete  arising  out  of  the  main  business 
severance  of  the  bottling  busi-  of  the  vendor.  It  is  unnecessary 
ness  from  the  business  of  sup-  to  analyze  the  several  covenants 
plying  soda  fountains  with  the  pointed  out  as  being  in  unrea- 
syrup,  while  the  result  which  sonable  restraint  of  trade, 
the  defendant  seeks  under  stat-  Those  covenants  at  most  operate 
utes  intended  to  prevent  monop-  as  a  partial  and  not  as  a  gen- 
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ANKOTATTONS.  SBC.  t--OoDtlBii«a. 

TTiNfl  OB  BXCLrsiYB  COHTBACTB  OB  •    *    */*    Brown,  district  Judge, 

I:^^^^«r^!l™2f.*^]S[  concurring    in    denying    reUef 

PBOGESS    OB    FOBKULA,    GOOD  i.^  *.  T  .,.          ^.              -.     ».   i^ 

WILL,    IHD    TBIDE    MIMES    OB  sought  but  difisenUng  as  to  hold- 

KABKS — ^iSSiGNHENT  OF  PABT  OF  ing  contract  involved  unlawfal 

POTBNTUL   BU6IHE8S— CovttBMd.  under  Clayton  Act  in  Standard 

Fashion  Co.  v.  Magrane-HouMton 

eral  restraint,  and  are  'merely  ^^^  ^^^^^^  ^^  ^,  Appeals. 

ancillary  to  the  main  purpose  of  j^^^  ^  jg^g  260  Fed.  798.  802. 
a  lawful  contract,  and  necessary 

to  protect  the  covenantee  In  the      MOHOPOUBncTKHDBHcnM. 

enjoyment    of    the    legitimate  ^    ,.^^  Commission  Justl- 

frults  of  the  contract,  or  to  pro-  g^  y,^  ^^^^  complained  of  by 

tect  him  from  the  dangers  of  an  j^^j^j^g    ^o   the   future    rather 

unjust  use  of  those  fruits  by  ^^^  ^^  ^^^  ^^^^^     .    .    ,„ 

the  other  party.'  or  were  cove-  „  .p^^     Commission     looking 

nants  necessary  to  protect  the  f^^wui    sees    in    the    present 

Georgia  corporation  in  Its  re-  ^,gyy  competitive  business  of 

tataed     business.      Such     pro-  ^^  ^„,^^  wholesalers  a  seed 

visions  are  vaUd.    United  State,  ^^^^^  ^,^  ^  ^^^  p^^^^  ^^ 

v.  Addvston  Pipe  A  Steel  Co.,  85  ^^^  condemned  in  Patter^n  v. 

Fed.  271.  29  C.  C.  A.  141,  46  j;^<g^    State$,    222    Fed.    899. 
L.  R.  A.  122;  John  D.  Park  <£,*,» 

Son*  Co.  V.  Bartman.  153'  Fed.  ^  ..  [^  ^^y  ^  .dnjtted  that 

24,  82  C.  C.  A.  158,  12  L.  R.  A.  ^^^  function  of  the  Trade  Oom- 

(N.  S.)  135.    I  find  in  the  con-  ^^^^^  ^  ^^  ^^^^  ^^^  ^p. 

tract  nothing  having  an  effect  ^^^  ^^   practices   in   their 

or  intended  to  have  an  effect  to  beginning;  but  a  thing  exists 

defeat  or  lessen  competition  or  ^^^  ^^^  beginning,  and   It  is 

to  encourage  or  tend  to  create  a  ^^^  ^  conclusion  of  law  from 

monopoly,  nor  do  I  find  any-  ^y   ,^^  ^^re   found   that  a 

thing  therein  that  may  be  said  ^^^^  [referring  to  petitioners' 

to  be  in  unreasonable  restraint  gygj^m.  condemned  by  the  Com- 

of  trade."    The  Cooa-Cola  Bot-  ^^^  ^j  ^^^^  ^^  t,„j^  ^^ 

Mm,  Co.  v.  The  Coca-Cola  Co.,  ,^,  ^  ^„^^^  ,^t^  j„ 

November  8,  1920,  209  Fed.  796.  consideration  of  the  lessee  using 

*^  °^^  the  lessor's  product  exclusively 

LB«ALITT,   PBESUBFnoN   OF.  *^  Connection  therewith]  which 

at  present  is  keenly  competitive, 
67.  "  *  *  *  the  statute  does  extremely  advantageous  to  the 
Aot  create  a  presumption  that  public,  and,  in  the  opinion  of  a 
such  contracts  are  Inherently  majority  of  the  competent  wit- 
▼icious,  nor  does  it  impose  upon  nesses  economical,  is  at  present 
the  plaintiff  the  burden  of  prov-  unfair  to  anyone  or  unfair  be- 
ing that  the  contracts  are  not  cause  tending  to  monopoly.  A 
illegal.  The  presumption  is  of  tendency  is  an  inference  fkxim 
legality,  and  the  burden  is  upon  proven  facts,  and  an  inf««nce 
him  who  assumes  illegality,  from  the  facts  as  found  by  the 
The  application  of  the  statute  Commission  is  a  question  of  law 
should  he  made  only  upon  full  for  the  court.  As  a  matter  of 
proofs.  The  consequences  of  law  there  is  at  present  no  viola- 
applying  it  otherwise  are  too  tion  of  the  Trade  Commission 
serious      to      be      disr^arded  statute;  therefore  the  first  of 
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respondent's  contentions  can  not  ated  profitably  without  the  use 
be  sustained."  Standard  Oil  of  some,  if  not  all,  of  the  '  aux- 
Co,  of  New  York  v.  Federal  lliary '  machines,  and  the  latter 
Trade  Convnvission,  May  11,  are  of  no  practical  value,  except 
1921,  273  Fed.  478,  481,  482.  as  they  are  used  In  connection 
(See  case  in  this  volume,  p.  622  with  the '  principal '  machines " ; 
at  pp.  626,  627.)  that  the  terms  under  which  de- 
fendants lease  their  machinery 
w  PABTicuLiB  CASKS.  include   the   following,   to-wlt: 

See  also  po$t,  par.  112.  that  the  lessee 

"(1)  Shall  not  use  the  ma-    - 

70.  Held,  That  a  provision  by  chine  in  the  manufacture  or 
which  a  trading  stamp  concern  preparation  of  footwear  which 
required  its  so-called  "  subscrib-  has  not  had  certain  essential 
era,"  who  obtain  under  contract  operations  performed  upon  it  by 
the  right  to  give  out  these  cou-  other  machines  leased  from  the 
pons  (exchangeable  for  various  lessor; 

premiums)  by  paying  a  con-  **(2)  Shall  use  the  leased  ma- 
sideratlon  therefor  and  by  chine  to  Its  fullest  capacity ; 
agreeing  to  distribute  the  **{S)  Sh&lL  use  exclusively  the 
stamps  only  to  customers  does  leased  machine  for  the  class  of 
not  violate  the  section  in  ques-  woric  for  which  it  is  designed; 
tlon.  "  This  statute  forbids  the  ''(4)  Shall  obtain  from  the 
converse  of  the  acts  complained  lessor  exclusively,  at  such  price 
of  in  the  present  action,  and  we  as  it  may  establish,  all  duplicate 
have  nothing  to  do  with  what  parts  and  mechanisms  needed  In 
might  happen  if  the  Green  operating  the  leased  machines. 
Trading  Stamp  people  were  and  all  supplies  In  connection 
seeking  to  forbid  the  use  by  its  with  them ; 
subscribers  of  any  other  kind  *'(5)  Shall  use  patented  In- 
of  trading  stamps.  This  might  soles  made  on  defendant's  mo- 
or might  not  be  a  restriction  ohinery  only  In  connection  with 
upon  competition  or  tend  to  certain  footwear  manufactured 
effect  a  monopoly."  Sperry  d  by  machinery  leased  from  the 
Hutchinson     Co,     v.     Fenster,  lessor; 

January  16,  1915,  219  Fed.  755,  "(6)  Shall    lease    from    the 

756.  lessor  any  additional  machinery 

71.  Where  the  bill  stated,  which  he  may  need  for  work  in 
among  other  things,  that  nearly  the  same  department  as  that  of 
all  the  shoes  made  In  the  United  the  machine  leased'; 

States  are  machine  made;  that  *'(7)  Shall  permit  the  lessor 
defendants  make  and  control  98  to  determine  whether  the  lessee 
per  cent  of  the  shoe  machinery  has  in  his  factory  more  ma- 
in the  United  States;  that  de-  chinery  adapted  for  doing  the 
fendants  have  business  relations  same  work  than  he  needs,  and, 
with  nearly  all  shoe  manufac-  if  so,  to  remove  such  n^ichines 
turers  in  the  United  States;  as,  in  the  opinion  of  the  lessor, 
that  "some  of  the  machines  are  unnecessary; 
made  by  the  defendants  are  des-  "(8)  Shall,  at  the  election  of 
Ignated  by  them  as  'principal,*  the  lessor,  suffer  a  termination 
while  others  are  designated  of  all  leases  which  he  may  have 
'  auxiliary ' " ;  that  **  The  *  prln-  and  the  removal  of  all  machines 
dpal '  machines  can  not  be  oper-  leased  by  him  from  the  defend- 
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TIINC  OB  EXCLUSITB  CONTBlCTS  OB  operating,  repairing,  or  renew- 

LE18E8-W  PABTlCULlB  ClSBl^-  ^     ^^^   ^^^^       machinery,   or 

fail  to  use  exclusively  the  aux- 

ants,  in  the  event  of  the  viola-  iliary  machinery  of  the  lessor 

tion  of  any  term  of  any  one  of  in  the  manufacture  or  prepara- 

the  leases":  Held^   That  read-  tion  of   insoles  licensed   under 

Ing  the  "Act  of  Congress  and  Letters  Patent  No.  840,245,  or 

the    cases    complained    of    to-  fail  to  buy  any  additional  ma- 

gether,  there  can  be  but  one  con-  chines  needed  in  their  shoe  fac- 

clusion,  and  that  is  that  all  of  tory,  which  can  be  leased  from 

the  clauses   (with  the  possible  the  lessor,"  that  all  the  leases 

exception  of  No.  2)  complained  could  be  canceled  and  the  lessees 

of  in  the  bill  are  clearly   vio-  be  deprived  of  the  use  of  them, 

lative  of  the  plain  words  of  the  and  be  compelled  to  pay  certain 

statute.  royalties,  which  otherwise  they 

72.  "  If  the  court  were  in  would  not  have  to  pay :  Held, 
doubt  as  to  the  meaning  of  the  That  such  leases  constituted  a 
Act  and  of  the  intention  of  Con-  violation  of  section  3. 

gress  in  enacting  it,  that  doubt  The  court  stated: 

will  be  readily  removed  by  read-  74.  "  Can  it  be  doubted  that 

ing  and  considering  the  proceed-  these   provisions   are   not   only 

ings  in  both  Houses  of  Congress  within  the  spirit  but  the  letter 

touching    the    purpose    of    the  of   the   statute?     What   is  the 

law."    Dyer,  J.,  gn'anting  prelim-  natural,   direct,   and   necessary 

Inary  injunction,  United  States  effect      of     these     conditions? 

V.  United  Shoe  Machinery  Co,,  There  can  be  but  one  answer  to 

November  9,  1915,  227  Fed.  507,  this.    To  compel  the  lessees  to 

608,  509.  use  defendants'  machinery  and 

73.  Where  a  corporation  en-  material,  regardless  of  whether 
joying  a  dominating  position  in  the  terms  granted  by  -the  de- 
the  manufacture  and  sale  or  fendants  are  as  favorable  as 
lease  of  shoe  machines,  tlirough  can  be  obtained  from  other 
ownership  of  patents,  and  manufacturers  of  some  of  the 
through  contracts  made  by  it  machines,  or  dealers  in  some  of 
with  its  lessees,  leased  its  ma-  the  materials. 

chinery  with  tying  clauses  pro-  75.  "  In  addition,  it  is  charged 

▼iding  among  otlier  things  that  that  by  reason  of  these  leases 

by  using  no  inachines  other  than  there  is  no  market  for  anyone 

those  of  defendants,  the  lessee  inclined   to   manufacture  these 

should   be    relieved   of   certain  or  some  of  these  machines,  and 

royalties     otherwise     exacted;  therefore  all  are  deterred  from 

that  "  if  the  lessees  use  the  de-  engaging  in  their  manufacture, 

fendants*  lasting  machinery  for  as,  there  being  no  market  for 

shoes  welted  on  machines  made  them,  financial  failure  is  bound 

by  other  manufacturers,  or  fail  to    result    from    the    attempt 

to  use  exclusively   defendants'  Such    a    condition    of    affairs 

machines  for  lasting  shoes,  or  clearly  tends    to    substantially 

fail   to  purchase  from  the  de-  lessen  competition,  and  create, 

fmdants  exclusively  aU  dupli-  in  favor  of  the  defendants,  a 

cate  parts,  extras,  and  devices  mon<4>oly  in  that  line  of  com- 

of  every  kind,  needed  or  used  In  merce."    Trieber,  J.,  OTerruling 
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motion    to    dlsmldiS    in    United  necessary      to      Consider      the 

States  V.  United  Shoe  Machin-  peculiarities   of   the   particular 

ery  Co.,  June  6,  191^6,  234  Fed.  business  to  which  the  contract 

127,  148,  149.  relates    ♦     ♦     ♦." 

76.  "  On  this  record  we  are  79.  "  In  the  present  case  there 
constrained  to  find  that  this  is  no  evidence  that  any  competi- 
restriction  may  substantially  tor  of  the  plaintiff  had  ever  been 
lessen  competition  and  may  excluded  from  competition  in 
tend  to  create  a  monopoly.  It  the  city  of  Boston  or  elsewhere 
already  appears  that,  out  of  because  of  Inability  to  procure 
some  52,000  pattern  agencies  in  customers  or  a  store  in  which  he 
this  country,  the  plaintiff  or  a  might  market  his  goods  ♦  ♦  •." 
holding  company  controlling  It  *'  *  •  ♦  In  the  present  case 
and  two  other  pattern  com-  there  is  evidence  that  the  largest 
panies  control  approximately  competitor  of  the  plaintiff  is 
two-fifths.  The  restriction  of  rapidly  extending  its  business 
each  merchant  to  one  pattern  by  affirmative  contracts  without 
manufacturer  must  in  hundreds,  restricted  conditions,  and  has  a 
perhaps  in  thousands,  of  small  much  more  dominant  position  in 
communities,  amount  to  giving  the  field  than  the  present  plain- 
such  single  pattern  manufac-  tiff.  I  can  see  no  ground  in  the 
lurer  a  monopoly  of  the  busl-  record  for  apprehension  that 
ness  in  such  community.    ♦    ♦    ♦  anybody  Is  likely  to  acquire  a 

77.  "We  must  consider  this  monopoly  in  the  dress  pattern 
restriction  in  the  light  of  the  business,  in  which,  as  the  evl- 
facts  peculiar  to  the  business  dence  shows,  competition  is  very 
to  which   the  restraint  Is  ap-  active. 

plied,  to  the  conditions  already  80.  "I    am    unable   to    agree 

achieved  under  such  restraint,  that   this   bill    should    be    dis- 

as  well  as  the  nature  of  the  re-  missed  because  the  contract  in 

stralnt  and  its  effect,  actual  or  question  is  unlawful  under  the 

probable.     Viewing  it  thus.  In  Clayton  Act    ♦    ♦    •."    Brown, 

the    light   of   the    surrounding  District    Judge,    concurring    in 

circumstances,     we     are     con-  denying  relief  sought,  but  dis- 

strained  to  agree  with  the  dis-  sen  ting  as  to  reasons  in  above 

trlct    court    that    the   negative  case.     (Pp.  800,  801, 803.) 

covenant  In  this  contract  may  81.  Held,  That  provisions  In 

lessen  competition,  or  may  tend  leases  made  by  a  manufacturer 

to  create  a  monopoly,  or  both,  of  shoe  machinery  to  the  effect 

and  is  therefore  obnoxious  to  (1)  that  the  lessee  should  use 

the  Clayton  Act  [dtlng  Chicago  the  leased  machinery  to  Its  full 

Board  of  Trade  y.  United  States,  capacity;    (2)    that  the   lessee 

246  U.  S.  231,  238]."    Anderson,  should  purchase  all  repair  parts 

Circuit     Judge,     in     Standard  or  mechanisms  from  the  lessor 

Fashion  Co.  v.  Magrane-Houston  at  the  lessor's  regular  prices ; 

Co.,  June  28,  1919,  259  Fed.  793,  (3)  that  the  leases  should  con- 

798.  tlnue  for  17  years  unless  sooner 

78.  "  To  predict  the  conse-  terminated  by  the  lessor ;  do  not, 
quences  of  the  defendant's  under  the  circumstances  in- 
agreement  not  to  sell  or  permit  volved,  violate  any  provisions 
to  be  sold  on  its  premises,  dur-  of  the  section  in  question. 

ing  the  term  of  the  contract,  any  82.  That    provisions    in    said 

other  make  of  patterns,  it  is  leases   to   the  effect   that   the 
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THNfl  OB  IXCLUSITS  GORTKiCTB  OB  Machinery  Co^  Much  31,  1020, 

LEA8Efr-nf  PABUCULIB  C18E»-  2W  Fed.  138,  165-169. 

84.  Plaintiff  sues  to  enjoin 
lessee  must  purchase  all  sup-  defendant  from  interference 
plies  used  by  it  in  connection  with  its  contracts  with  third 
with  said  leased  machinery,  ex-  parties.  Said  contracts  bound 
clusively  from  the  lessor  at  such  third  parties  to  purchase 
prices  established  by  the  lessor ;  aU  materials  for  the  mann&c- 
that  the  lessee  must  not  use  ture  of  an  article,  the  patents 
said  leased  machinery  in  con-  on  which  were  owned  by  plain- 
nection  with  those  of  the  lessor's  tiff,  in  consideration  of  license 
competitors,  or  on  shoes  or  other  from  plaintiff  to  such  third 
footwear  manufactured  in  part  parties  to  manufacture  such 
on  competitors'  machines ;  vio-  article.  The  injunction  was  re- 
late the  provisions  of  the  sec-  sisted  on  the  ground,  among 
tion  in  question,  notwithstand-  others,  that  the  contract  yIo- 
ing  the  fact  that  the  lessees  lated  section  3.  Held,  That 
have  the  choice  of  unrestricted  such  contention  can  not  be  sus- 
leases,  it  appearing  that  the  tained.  (See  onle,  pars.  5&^63.) 
consideration  for  said  unre-  Westinghoiue  tUleciric  <C  Mfg, 
stricted  leases  was  prohibitive,  Co.  v.  Diamond  State  Fibre  Co^ 
notwithstanding  the  fact  that  March  27, 1820,  268  Fed.  121. 
leases  executed  since  the  enact-  85.  Sued  to  enforce  a  contract 
ment  of  the  Clayton  Act  do  not  made  by  its  predecessor,  in 
contain  the  objectionable  clauses,  which  said  predecessor,  owner 
it  appearing  that  said  leases  are  of  a  valuable  secret  process  or 
only  *'  temporary  leases,"  with  formula  for  making  a  beverage, 
the  right  reserved  to  the  lessor  theretofore  confined  to  the 
to  substitute  or  add  different  fwintain  trade,  and  of  a  valu- 
terms,  the  intention  appearing  able  good  wiU,  and  trade  names 
to  avoid  the  proliibitions  of  the  and  marlcs  in  connection  with 
section  in  question  pending  the  its  product,  gave  .  exclusive 
litigation  affecting  the  legality  rights  for  the  bottling  business 
of  the  leases  containing  the  ob-  in  a  large  territory  to  com- 
jectionable  clauses,  and  notwith-  plainant's  predecessors,  and  the 
standing  the  fact  tliat  the  right  right  to  use  its  trade  names  and 
to  declare  a  lease  forfeited  for  a  marlu  in  connection  therewith, 
breach  of  any  of  the  clauses  in-  in  return  for  their  undertak- 
volved  had  not  up  to  that  time  ing,  among  other  things,  to 
been  exercised.  carry  on  such  business  in  the 
83.  That  provisions  to  the  territory  in  question  and  take 
effect  that  the  lessor  ml^t  ter-  all  their  syrup  from  it,  do- 
minate the  lease  for  breach  of  fendant  contended  that  the  con- 
any  condition  contained  therein  tract  was  void  under  Uie  law 
does  not  violate  the  section  in  of  Georgia,  the  Sherman  Act, 
question  in  so  far  as  lawful  con- .  and  the  Clayton  Act  Held, 
ditions  are  involved,  and  that  That  such  contention  can  not 
the  provisions  as  to  royalty  are  be  sustained.  (See  ante,  pars, 
not  objectionable '  except  that  63-66.)  The  Coca<!ola  Batting 
which  allows  a  discount  or  re-  Co.  v.  The  Coca-Cola  Co,,  No- 
bate  on  condition  of  the  lessees  vember  8,  1920,  269  Fed.  79& 
not  using  competitors'  machines.  86.  VHiere  a  corporation  com- 
United  States  v.   United  Shoe  petitively   engaged   in    renins 
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crude  petrolemn,  buying  and  F.  T.  O.  860,  in  which  the  Corn- 
selling  .gasoline,  and  in  trans-  mission  found  that  contracts 
i)orting  and  marketing  such  entered  into  between  the  corn- 
products,  and  also  engaged  in  pany  and  the  railroads,  under 
leasing  pumps,  tanks,  and  other  the  terms  of  which  contracts  the 
equipment  for  the  storage  and  company  agreed  to  furnish  re- 
handling  of  petroleum  products  frigerator  cars- and  refrigerator 
in  competition  with  manufac-  service,  and  the  railroads  agreed 
turers  and  sellers  of  such  equip-  to  pay  the  charges  stipulated 
ment,  to  its  retail  customers,  of  and  to  patronize  the  company 
whom  relatively  very  few  re-  exclusively,  with  respect  to  their 
quired  more  than  a  single-pump  requirements  for  the  cars  and 
outfit  in  the  conduct  of  their  service  involved,  reversed  in 
business,  leased  to  such  retail-  Fruit  Orotcers  Express  v.  Fed- 
ers  pumps,  tanks,  and  equip-  eral  Trade  Commission,  June  16, 
ment  at  a  nominal  rental,  not  1921,  274  Fed.  205,  on  the 
affording  it  a  reasonable  profit  ground  that  Jurisdiction  under 
on  its  investment,  upon  the  con-  section  11  was  in  the  Interstate 
dition  that  they  should  use  the  Commerce  Commission  and  on 
same  only  for  the  purpose  of  the  ground  that  the  pleading 
storing  and  handling  its  prod-  was  defective  in  that  the  rall- 
ucts,  a  practice  not  followed  by  roads  had  not  bee^i  Joined  as 
many  competitors,  having  for  its  necessary  parties.  ( See  ante, 
purpose  the  furtherance  of  the  par.  55,  and  post,  par.  120,  p.  527. 
corporation's  petroleum  busi-  See  case  at  p.  628  of  this  vol- 
ness,  and  resulting  in  loss  of  ume.) 
customers  by  competitors;  but 
where,   in    the   opinion   of   the  "WHEBE    the    effect    of    such 

^^«^  ^w^r»,v/i4^s«^«/x,,  u^^xwri^w,    fiiA  LE18B,  glLS,  OB  CONTBACT  FOB 

court,  competition  between  the  ^^^^  ^^  ^^^^  cosbition.  IOBBB. 

distributors  or  loaners  was  very  j^jj^,  OB  UNDEBSTAUDlNe  hit  bb 

keen,  the  practice  was  extremely  to  substahtullt  lessen  coh- 

advantageous  to  the  public,  and  petition  ob  tend  to  cbbitb  l 

was    regarded    by    many    dis-  monopoly  IN  ant  line  OF  COM- 


tributors  as  a  profitable  form  of 

advertising  and  of  keeping  be-  gee  also  ante,  pars.  74-79. 
fore  the  consuming  public  their 

trade-mark,  borne  by  the  equip-  88.  "  I  am  satisfied  with  the 
ment  leased  or  loaned  by  them,  reasoning  of  Judge  Trieber 
the  court  observing  in  this  con-  [United  States  v.  United  Shoe 
nection  that  the  distribution  of  Machinery  Co,,  234  Fed.  127, 
another  manufacturer's  product  150]  that  Congress,  with  the 
therefrom  would  be  dishonest:  full  knowledge  of  the  construc- 
Held,  That  such  leases,  under  tion  which  had  been  placed 
the  circumstances  set  forth,  did  upon  the  Sherman  Act  by  the 
not  violate  section  3.  Standard  Supreme  Court,  did  not  intend 
OU  Co.  of  New  York  v.  Federal  that  the  same  construction 
Trade  Commission,  May  11, 1921,  should  be  placed  upon  the  spe- 
273  Fed.  478.  (For  order  simi-  cific  terms  of  the  Clayton  Act; 
lar  to  that  reversed,  see  2  F.  T.  for  it  chose  to  define  the  lessen- 
C.  346  at  356.  See  case  in  this  ing  of  competition  which  it  de- 
volume  at  p.  622.)  clared  to  be  unlawful,  and  to 
87.  Commission's  order  In  do  this  used  the  word  '  substan- 
Fruit  Growers  Express,  Inc.,  2  tially '  to  make  it  apparent  that 
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ANKOTATION8»  SBC.  S^Contlnaed. 

••  WHEBV    THE    EFFECT    OF    SUCH  after  numerous  courts  Iftid  held 

^^kI^I!!L^J!i^^.^^nI2l  similar  or  analogous  restrictions 

SALE,  OB  SUCH  CONDITION,  ACIEBE-  **>,-♦♦ 

HENT,  OB  UNDEBSTINDING  HIT  BE  ^1.  e.,  agreements  on  tne  part  or 

TO  BUBSTlNTULLT  LESSEN  COH-  the  coTenantee  not  to  deal  In 

PETITION  OB  TEND  TO  CBEITE  1  products  Other  than  those  of  the 

;2J?J??.^V"'.^'"/™®'^"'  seller  d«rtng  the  term  of  the 

HEBCE'* — CoBtlBied.  *     ^i        1     ,.        .  u.      ^t. 

contract]  not  obnoxious  to  the 

.    a  real,  as  opposed  to  an  Imag-  Sherman  Act,  July  2,  1890,  O. 

Inary  or  fanciful   lessening  of  647,    26   Stat.    200    (CJomp.    St. 

competition,  was  Intended.  pars.  8820-8823,  8827-8830),  or 

89.  "Doubtless  a  substantial  invalid  at  common  law,  or 
lessening  of  competition  would  under  State  antitrust  statutes, 
amount  to  an  unreasonable  re-  justifies  the  inference  that  the 
straint  of  trade;  but  I  do  not  Legislature  intended  in  the  line 
think  it  is  the  duty  of  the  court  of  actual  experience  to  change 
to  find  this  before  it  can  pro-  the  law.  [Citing  numerous 
nounce  a   contract  unfair,  the  cases.] 

effect   of   which    It   has   found       93.  "Thwe  is  no  answer  to 

may  be  to  *  substantially  lessen  the  suggestion  of  Judge  Trieber 

competition.'  *'     The  reports  of  In   U,   8.   v.    UtUted  Shoe   Ma- 

the  committees  of  both  Houses  chinery  Co,    (D.  O.),  234  Fed. 

of  Congress,  as  well  as  the  legis-  127,  150,  that  the  presumption 

latlve  history  of  the  bill,  show  Is,  not  that  Congress  intended 

the  intent  of  Congress  to  pro-  that    the    construction    of    the 

tect  the  public  from  practices  Sherman   Act    should    control, 

which  it  believed  to  be  inimical  but    on    the    contrary    that    it 

to  the  public  good  by  prevent-  should  not  controL'*    And  again 

ing  these  practices  from  being  quoting    from    Judge    Trieber: 

put  in  operation.  "Evidently   Congress   was    not 

90.  "  I  think,  therefore,  it  is  satisfied  to  only  prohibit  actual 
the  duty  of  the  court  to  deter-  lessening  of  competition  or 
mine  whether  or  not  the  con-  monopolizing,  but  to  make  it 
tract  has  provided  means  for  a  unlawful  for  any  person  to  do 
real  or  substantial  lessening  of  these  acts,  which  may  put  it  in 
competition,      irrespective      of  his  power  to  do  so." 

what  use  has  been  or  \s  being       94.  "The  very  title  of  this 

made  of  these  means.  Act  is  significant — *  An  Act  to 

91.  " By  the  use  of  the  word  iupplement  existing  laws 
*  may '  the  intent  is  manifest  to  against  unlawful  restraint  and 
deal  with  the  potential  evil  monopolies,  and  for  other  pnr- 
which  a  contract  may  contain,  poses.**'  Standard  Fashion  Co. 
and  to  make  the  attempt  to  v.  Magrane  Houston  Co.,,  Circuit 
substantially  lessen  competition  Court  of  Appeals,  June  28, 1019, 
unlawfully."     Johnson,  Circuit  259  Fed.  793,  795,  796. 

Judge,  in  Standard  Fashion  Co.       95.  "  In  order  to  condemn  the 
V.  Magrane  Houston  Co.,  March    negative    covenant    it    is    not 

9,    1918,    254    Fed.    493,    499.  necessary  that  the  court  should 

(District  Court)  find  that  it  toUl  lessen  compe- 

92.  "  The  mere  fact  that  Con-  tition  or  icin  tend  to  create  a 
gress  enacted  the  Clayton  Act  monopoly;  it  is  enough  to  find 
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that  it  map  lessen  competition  test,    as    whether    it    restrains 

or  may  tend  to  create  a  monop-  competition.     Every   agreement 

oly."  concerning  trade,  every  regala- 

96.  "On  this  record  we  are  tion  of  trade,  restrains.  To 
constrained  to  find  that  this  bind,  to  restrain,  Is  of  their  very 
restriction  may  substantially  essence.  The  true  test  of  legal- 
lessen  competition  and  may  tend  ity  is  whether  the  restraint  im- 
to  create  a  monopoly.  It  al-  posed  Is  such  as  merely  regu- 
ready  appears  that,  out  of  some  lates,  and  perhaps  thereby  pro- 
52,000  pattern  agencies  in  this  motes  competition,  or  whether 
country,  the  plaintiff  or  a  hold-  It  is  such  as  may  suppress  or 
Ing  company  controlling  it  and  even  destroy  competition.  To 
two  other  pattern  companies  determine  that  question  the 
control  approximately  two-fifths,  court  must  ordinarily  consider 
The  restriction  of  each  merchant  the  facts  peculiar  to  the  busl- 
to  one  pattern  manufacturer  ness  to  which  the  restraint  is 
must  in  hundreds,  perhaps  in  applied ;  its  condition  before  and 
thousands,  of  small  communities  after  the  restraint  was  imposed ; 
amount  to  giving  such  single  the  nature  of  the  restraint,  and 
pattern  manufacturer  a  monop-  Its  effect,  actual  or  probable, 
oly  of  the  business  in  such  com-  The  history  of  the  restraint,  the 
munlty.  ♦  ♦  ♦."  Anderson,  evil  believed  to  exist,  the  reason 
Circuit  Judge,  In  Standard  Fash-  for  adopting  the  particular  rem- 
ion  Co.  V.  Magrane  Houston  Co.,  edy,  the  purpose  or  end  sought 
Circuit  Court  of  Appeals,  June  to  be  attained,  and  all  relevant 
28,  1919,  259  Fed.  793,  798.  facts.     This  is  not   because   a 

Brown,   District    Judge,   con-  good    Intention    will    save    an 

curring  In  denying  relief  asiced,  otherwise  objectionable  regula- 

but  not  in  holding  the  contract  tion  or  the  reverse,  but  because 

involved    unlawful    under    the  knowledge  of  intent  may  help 

Clayton  Act.  the  court  to  Interpret  facts  and 

97.  "Full  weight  must  be  to  predict  consequences.*" 
given  to  the  final  clause  of  sec-  100.  "  In  applying  the  statute 
tion  3  of  the  Clayton  Act  it  must  be  judicially  determined 
[quoting  above  clause,  namely,  what  the  effect  may  be.  This 
"Where  the  effect  of  such  judgment  must  be  more  than  a 
lease,"  etc.].  mere    feeling    of    'possibility* 

96.  "  In  determining  the  effect  arising    In    ignorance   of   facts 

we  must  consider  the  thing  upon  which,  if  known,  would  destroy 

which  the  effect  is  to  be  pro-  that  feeling.    It  must  be  based 

duced.    This  clause  seems  to  re-  on  knowledge  and  upon  a  rea- 

quire    that    the    interpretation  sonable  belief  that,  in  view  of 

and  application  of  section  3  of  existing  facts,  there  is  a  '  dan- 

the  Clayton  Act  should  be  ac-  gerous  probability*"    (pp.  799, 

cording  to  the  principles  stated  800,  801). 
in  the  opinion  of  Mr.  Justice       101.  "  There  Is  nothing  In  the 

Brandeis  in  Chicago  Board  of  Sherman  Act,  or  any  other  Act 

Trade    v.    United    States,    246  of   Congress,   making   the   acts 

U.  S.  231,  238,  38  Sup.  Ct.  242,  enumerated  in  section  3  of  the 

244  (62  L.  Ed.  683).  Clayton   Act  unlawful,   *  where 

99.  "  •  But  the  legality  of  an  the  effect  *  of  them  '  may  be  to 

agreement  or  regulation  can  not  substantially  lessen  competition 

be  determined  by  so  simple  a  or  tend  to  create  a  monopoly  in 
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ANNOTATIONS,  SEC.  t--ContlnaedL 

••  WHKBK    THE    EFFECT    OF    SUCH  the  right  to  do,  if  they  are  not 

^oi^ZS^:^^  -'^';•  -<!-  the  Clayton  Act- 

HENT,  OB  uNDEBSTiifDiHfl  Mil  BE  ^^^  ^°**  *»  their  Intention  [con- 

TO  SVBSTANTULLT  LESSEN  COM-  tentlon?] — ^^ to    suhstantially 

PETiTloif  OB  TEND  TO  CBEATE  1  lessen   Competition '   or   *  estab- 

"^^VVV^.^^  ^'  ^^""  lish  a  monopoly  in  trade'? 
]IEB€E.*'— -CoBtlBMd. 

104.  "  In  the  opinion  of  the 
any  line  of  commerce.'  Section  «>urt  there  can  be  no  doubt 
1  of  the  Sherman  Act  (Comp.  ^^^^  the  enforcement  of  some  of 
St  sec.  8820)  makes  unlawful  the  provisions  hereinafter  men- 
'  contract  ♦  ♦  ♦  in  restraint  tloned  will  have  that  effect  If 
of  trade  or  commerce,  and  as  shoe  manufacturers  are  not  per- 
construed  by  the  Supreme  fitted  to  use  machines  manu- 
Court  in  the  above  cited  cases,  factured  by  competitors  with- 
they  mean  *  contracts  which  un-  out  being  penalized,  such  pn>- 
duly  restrain  trade  and  com-  liibition  tends  to  lessen  compe- 
merce.'  This  language  'difters  tltion,  and  eventually  will  result 
materially  from  the  language  ^  giving  the  defendants  a  mo- 
used in  section  8  of  the  Clayton  nopoly  in  that  part  of  trade  or 
Act.  That  contracts  or  leases  commerce.  Who  will  invest  the 
may  substantially  lessen  compe-  mniions  necessary  to  establish 
tition  was  not  sufficient  to  ^^h  manuAicturing  plants,  and 
make  them  unlawful  under  the  the  evidence  convinces  that  it 
Sherman  Act,  if  not  unduly  or  would  require  these  large  sums 
oppressively  enforced  as  was  to  establish  them,  when  the 
held  in  clauses  hereinbefore  product  can  not  be  sold,  or  at 
cited.'*  ^^t  can  find  but  a  very  lim- 

102.  " The  Clayton  Act  as  the  Ited  market?  *  •  •-  United 
court  construes  it  is  intended  Statet  v.  UnUea  Shoe  Mmchinery 
as  a  preventive  Act,  to  arrest  C'o.,  March  31,  1820,  264  Fed. 
the  creation  of  trusts,  etc.,  in  138,  101-103. 

their     incipiency     and     before      

consummation    ♦     ♦    ♦."  WHETKB  LlinTB»  BY  SBCnON  !• 

103.  -It  is  therefore  unneces-  ^^  « j^  ^  ^^^^  ^^  ^ 
sary  to  determine  whether  the  ^^^  ^^^^^  ^  ^^  ^^  ^^  ^^ 
defendants,  by  the  tying  clauses  „^j^  ^^  ^^  ^^  ^^  ^^^^^ 
and  the  discounte  and  rebates.  ^^  the^fore  does  not  apply  to 
have  succeeded  in  unduly  mo-  ^^  ^^  ^^  ^^  prohibited  by 
nopolizing  or  attempted  to  mo-  ^^^^  3^..  ^^^  ^^^^  ^ 
nopolize  unduly,  any  part  of  the  ^^^^^  ^^^  Machmerw  Co.. 
trade  or  commerce  among  the  ^^^  31.  1820.  264  Fed.  138, 
several  States,  or  to  unduly  re-  ^^ 

strain  competition  in  that  part 

of  commerce.    The  question  to  wmbtibb  BmoAcriTB. 

be  decided  is.  Do  the  clauses 

complained  of,  or  any  of  them.  106.  "Connsd  tor  defendant 

put  it  in  their  power,  or  have  earnestly  insists  that  even  If 

the  effect  or  tend,  if  enforced.  Congress  so  intended,  the  stat- 

as  the  defendants  would  have  ate  can  not  be  conttmed  to  mp- 
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pl7  to  preexisting  contracts  and  wobsb  akh  phbisbs— *«  lihk  or 
to   prohibit    their  performance  ^      cosanBBCB.^* 

and  enforc^nent,  without  tIo-  Bee  ante,  pars.  58-63. 

iating  fundamental  and  constl-  «  UHDMSTUiWHfl.*' 

tutional    rights.      The    statute 

does  not  in  terms  except  from  ^^^-  « ♦  •  ♦  The  word  •  un- 
its  operation  any  agreements  or  derstandlng/  as  defined  by  lex- 
contracts,  past,  present,  or  icofiwaphers,  includes  m«ital  dis- 
future,  and,  in  the  absence  of  <»rn'nent,  comprehension,  clear 
such  exceptions,  it  is  to  be  pre-  l^nowledge  ♦  ♦  •. 
Bumed  that  Congress  intended  ^^^-  **  Counsel  contend  that 
to  prohibit  not  only  the  making  *  understanding '  is  equivalent  to 
of  future  contracts  but  also  any  *  agreement,'  except  that  it  im- 
further  performance  of  past  ^"^^  *^**  "  '^«  o^*-  T^g' «>ttrt 
ixmtra*cts  of  the  kind  specified.  ^^^  o^*  a^^^P*  t^^s  definitton; 
rContinuing  c  o  n  t  r  a  c  t  s  of  I"  **«  opinion  it  means  some- 
lease.]  -  Elliott  Jiiaehffke  Co,  v.  ^^*°«  ™<>^"®-  I*  meAna  an  im- 
Center,  February  20,  1915,  227  P**^  agreement,  resulting  from 
Fed.  124,  128;  United  StateB  v.  *^®  expressed  terms  of  the 
United  Shoe  Mochmerp  Co.,  No-  agreement,  whether  written  or 
vember  9. 1915,  227  Fed.  507, 610.  ^^**»  ^^  where  the  law  from  cer- 

107.  "  Section  3  of  the  Clayton  ***°  ^^^  ^^  ^^e  parties  implies 
Act  does  not  declare  'any  *°  agreement  to  do  a  certain 
contracts  and  leases  [prohibited  ?f*  *  *  *"  ^n^^^^ States  v. 
by  that  section!  to  be  void,*  but  ^  ''^^^^  ^^""'^  Machtnery  Co,,  June 
that  •  It  shaU  be  unlawfi  fbr  «'  ^^^^^  ^34  Fed.  127.  148. 

any  person,'  etc.,  *  to  make  such  ^  lilNlEiL. 
contracts,'  etc.     Ordinarily  the  112.  PFOvisions  of  this  section 
word  *  shall*  Indicates  that  the  held    to   strengthen   conclusion 
act  is  to  be  prospective,  and  not  that  owner  of  a  patent  moving- 
retrospective    ♦    ♦    ••"  picture  projecting  machine,  en- 

108.  "If  there  is  room  for  joying  a  monopoly  in  the  sale 
doubt  as  to  the  intention  of  Con-  of  motion-picture  projecting  ma- 
gress,  it  is  removed  by  ref-  chinery^  by  reason  of  such  pat- 
erence   to    the   proceedings    in  ent,  can  not  sell  the  same  with 

.Congress  when    the    bill    was  the     condition     attached     that 

pending  in  the  Senate  *   *  *.**  -  onUr  a  certain   kind   of  films, 

109.  "The  conc1usi(m  oi  the  not  a  part  of  the  machine  and 
court  is  that  the  Act  should  not  not  patented,  sliall  be  used  in 
be  given  a  retroactive  construe-  connection  therewith.  Motion 
tion  declaring  these  clauses.  Picture  Patents  Co.  v.  Universal 
made  before  Its  enactment,  FUm  Mfg.  Co.,  1916,  Circuit 
void."  United  Statee  v.  United  Court  of  Appeals,  235  Fed.  396. 
Shoe  Machinery  Co.,  March  31,  Affirmed  (1917)  in  243  U.  S. 
1920.  264  Fed.,  138,  171, 174,  175.  502,  517. 

Sec  4.  VIOLATION  OF  ANTITRUST  LAWS— DAMAGES 
TO  PERSON  INJURED. 

Sec.  4.  That  any  person  who  shall  be  injured  in  his  busi-  h«7  sm  in  tuxf 
ness  or  property  by  reason  of  anything  forbidden  m  the  (Het  court,  god 
antitrust  laws  *^  may  sue  therefor  in  any  district  court  d»l!SU^h!eM^ 

■  ■     I     ■   i«    -  ■  ■         ■  I log  QOf^  of  giil^ 

**  For  text  of  Sherman  Act,  see  footnote  on  pp.  488-^85.  As  enumerated 
in  Clayton  Act,  see  first  paragraph  thereof  on  pp.  482,  488, 

7463&— 22 33 
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See.  4.  VIOLATION  OF  ANTITRUST  LAWS— DAMAGES 
TO  PERSON  INJURED— Continued. 

of  the  United  States  in  the  district  in  which  the  defend- 
ant resides  or  is  found  or  has  an  agent,  without  respect 
to  the  amount  in  controversy,  and  shall  recover  threefold 
the  damages  by  him  sustained,  and  the  cost  of  suit,  in- 
cludinsr  a  reasonable  attorney's  fee. 

DECISIONS. 
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229  Fed:  17,  79. 

Dowd  V.  United  Mine  Worker*  of  America,  Circuit  CJourt  of 
Appeals,  July  21,  1916,  235  Fed.  1,  4,  6. 

Venner  v.  Pennsylvania  Steel  Co,,  April  18,  1918,  250  Fed.  292. 

Baran  v.  Goodyear  Tire  d  Rubber  Co.,  July  29,  1918,  256  Fed. 
570. 

Sampliner  v.  Motion  Picture  Patents  C&.,  Circuit  Court  of 
Appeals,  December  11,  1918,  255  Fed.  242,  243. 

Sec  5.  PROCEEDINGS  BY  OR  IN  BEHALF  OF  UNITED 
STATES  UNDER  ANTITRUST  LAWS.  FINAL  JUDGMENTS 
OR  DECREES  THEREIN  AS  EVIDENCE  IN  PRIVATE  LFTI* 
GATION.  INSTITUTION  THEREOF  AS  SUSPENDING 
STATUTE  OP  LIMITATIONS. 

Prima  fade  evi-  Sec.  5.  That  a  final  judgment  or  decree  hereafter  ren- 
««me  defendant  dered  m  any  cnmuial  prosecution  or  m  any  suit  or  pro- 
tio£  ^***         ceeding  in  equity  brought  by  or  on  behalf  of  the  United 

States  under  the  antitrust  *••  laws  to  the  effect  that  a  de- 
fendant has  violated  said  laws  shall  be  prima  facie  evi- 
dence against  such  defendant  in  any  suit  or  proceeding 
brought  by  any  other  party  against  such  defendant  under 
said  laws  as  to  all  matters  respecting  which  said  judg- 
ment or  decree  would  be  an  estoppel  as  between  the 
conBent  judg-  parties  thereto :  Provided^  This  section  shall  not  apply  to 

excepted^  ^**^'***  couseut  judgments  or  decrees  entered  before  any  testi- 
mony has  been  taken :  Provided  further^  This  section  shall 
not  apply  to  consent  judgments  or  decrees  rendered  in 
criminal  proceedings  or  suits  in  equity,  now  pending,  in 
which  the  taking  of  testimony  has  been  commenced  but 
has  not  been  concluded,  provided  such  judgments  or  de- 
crees are  rendered  before  any  further  testimony  is  taken. 
RuBoing  of     Whenever  any  suit  or  proceeding  in  equity  or  criminal 

u  ©"n^a^^with*!^  prosccutiou  is  instituted  by  the  United  States  to  prevent, 

3£to  ^raipcJdod  restrain  or  punish  violations  of  any  of  the  antitrust  laws, 

—        -  —  -  —    ■  -    ■ 

»  For  text  of  Sherman  Act,  see  footnote  on  pp.  48S-485.  As  enumerated 
in  Clayton  Act,  aee  first  paragraph  thereof  on  pp.  482,  468. 
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the  running  of  the  statute  of  Umitations  in  respect  of  |15^b"th?uSitS 
each  and  every  private  right  of  action  arisuig^Hidtr  said  fiSrt'uwfc*^*"*** 
laws  and  based  in  whole  or  in  part  on  any  matter  com- 
plained of  in  said  suit  or  proceeding  shall  be  suspended 
during  the  pendency  thereof. 

DECISIONS. 

Buckeye  Powder  Co,  v.  Du  Pont  Poicder  Co,,  December  9,  1918, 

248  U.  S.,  65,  63,  affirming  Buckeye  Powder  Co.  v.  E.  /.  Du  Pont  de 
Nemours  Pounder  Co.,  July  2,  1915,  223  Fed.  881,  884. 

Charles  A.  Ramsay  Co,  y.  Associated  Bitl  Posters  of  V.  S,  d  C^ 
September  30,  1919,  272  Fed.  823,  828;  Decembef^aBr^^^S^^ 

Fed.  140.  ^*  '"" 

'i 

Sec.  6.  LABOR  OF  HUMAN  BEINGS  NOT  A  COMMODITY 
OR  ARTICLE  OF  COMMERCE. 

Sec.  6.  That  the  labor  of  a  human  being  is  not  a  com-  ubor,  arHcui- 
modity  or  article  of  commerce.  Nothing  contained  in  the  caitnna  org«ni. 
antitrust  laws  ^^  shall  be  construed  to  forbid  the  existence  membm,  ergftn. 

1  •  t>  t   t  •      t  1  !•!  1  '"^   '^'   mutual 

and  operation  of  labor,  agricultural,  or  horticultural  or-  ^"•'P  "l™*  wUhDut 
ganizations,  instituted  for  the  purposes  of  mutual  help,ai^ed  by  anti- 

lii.  .1  f-i  1*  nj.  tnwt   Uwi    with 

and  not  having  capital  stock  or  conducted  for  pront,  orwert  to  the^r 
to  forbid  or  restrain  individual  members  of  such  organi-  Jecta. 
zations  from  lawfully  carrying  out  the  legitimate  objects 
thereof;  nor  shall  such  organizations,  or  the  members 
thereof,  be  held  or  construed  to  be  illegal  combinations 
or  conspiracies  in  restraint  of  trade,  under  the  antitrust 
laws. 

DECISIONS. 

United  States  v.  King,  April  25,  1016,  250  Fed.  006,  000,  010. 

Dowd  V.  United  Mine  Workers  of  America,  Circuit  Court  of  Ap- 
peals, July  21,  1016,  285  Fed.  1,  5. 

Stephens  ▼.  Ohio  State  Telephone  Co,,  February  14,  1017,  240 
Fed.  759,  777. 

Paine  Lumber  Co,  t.  Neal,  June  11, 1017,  244  U.  S.  460,  483,  487. 

Montgomery  t.  Pacific  Electric  Railway  Co^  Hay  26,  1010,  Cir- 
cuit Court  of  Appeals,  258  Fed.  882,  880. 

Dail  Overland  Co.  t.  WiUys  Overland,  December  27,  1010,  263 
Fed.  171,  185,  186. 

Langenberg  Hat  Co,  y.  United  Cloth  Bat  d  Cap  Makers,  June 
1,  1020,  266  Fed.  127,  120. 

Colyer  y,  Sketfington,  June  23,  1020,  265  Fed.  17,  62. 

Buyer  ▼.  Quillan^  Circuit  Court  of  Appeals,  February  2,  1021, 
271  Fed.  65,  60. 

Duplex  Press  Co.  v.  Deering,  January  3,  1021,  254  U.  S.  443, 

460,  474. 

-'■■■■   ■  ■■■  ■-'     I. «- - .1.  ■, »i .    -.._i..  I    .j^-  ■  I 

*^  For  text  of  Sherman  Act,  Ree  footnote  on  pp.  488-485.  As  enumerated 
Id  Clayton  Act,  lee  first  parasrmph  tl^reof  on  pp.  482,  488. 
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Sec  7.  ACQUISITION  BY  CORPORATION  OF  STOCK  OR 
OTHERM^HARti"  CJAJPITAL  OF  OTHER  CORPORATION  OR 
CORPORATIONS." 

Of  other  corpo-     Seg.  7.  That  iio  Corporation  engaged  in  commerce  shall 
i?ed^where7ffect  acquire,  dircctly  or  indirectly^  the  whole  or  any  part  of 
!unuaiiy  icMen  the  stock  or  Other  share  capital  of  another  corporation  en- 
ttnfn  oommeree,  gaged  also  in  Commerce,  where  the  effect  of  such  acquisi- 
TmoTOpoiy?**   tion  may  be  to  substantially  lessen  competition  between 
the  corporation  whose  stock  is  so  acquired  ^nd  the  cor- 
poration making  the  acquisition,  or  to  restrain  such  com- 
merce in/any  section  or  community,  or  tend  to  create  a 
mon'opoly  of  any  line  of  commerce. 
Of  two  ormore     No  Corporation  shall  acquire,  directly  or  indirectly,  the 
tiomf  "^  i^nSibit-  whole  or  any  part  of  the  stock  or  other  share  capital  of 
may  be  to  sub- two  or  more  Corporations  engaged  in  commerce  where 
^petittoneTn^  the  effcct  of  such  acquisition,  or  the  use  of  such  stock  by 
or  tend  to  emte  the  votiug  or  grantmg  of  proxies  or  otherwise,  may  be 
a  moBopoij.       ^^  substantially  lessen  competition  between  such  corpora- 
tions, or  any  of  them,  whose  stock  or  other  share  capital 
is  so  acquired,  or  to  restrain  such  commerce  in  any  sec- 
tion or  community,  or  tend  to  create  a  monopoly  of  any 
line  of  commerce. 
Panhaiietoieiy     This  scctiou  shall  not  applv  to  corporations  purchas- 

for     investment.  *^*    j  r  x 

excepted.  ing  such  stock  solcly  for  investment  and  not  using  the 

same  by  voting  or  otherwise  to  bring  about,  or  in  attempt- 
ing to  bring  about,  the  substantial  lessening  of  competi- 
tion.   Nor  shall  anything  contained  in  this  section  pre- 
vent a  corporation  engaged  in  commerce  from  causing  the 
Formation  of  formation   of   subsidiary   corporations   for   the    actual 
Suoi'Tte^'ilm^  carrying  on  of  their  immediate  lawful  business,  or  the 
biuinM^aiM^- natural  and  legitimate  branches  or  extensions  thereof,  or 
cepted.  from  owning  and  holding  all  or  a  part  of  the  stock  of 

such  subsidiary  corporations,  when  the  effect  of  such  for- 
mation is  not  to  substantially  lessen  competition. 
Common  car-     Nor  shall  anything  herein  contained  be  construed  to 
with 'reference  to  prohibit  any  common  carrier  subject  to  the  laws  to  regu- 
linea  where  no  late    conuoerce    from    aiding    in    the    construction    of 
^ition.     ^'"°  branches  or  short  lines  so  located  as  to  become  feeders  to 

the  main  line  of  the  company  so  aiding  in  such  construc- 
tion or  from  acquiring  or  owning  all  or  any  part  of  the 

**On  proTisloas  of  the  Shipping  Board  Act,  Packers  and  Stockyards 
Act,  1021,  and  Transportation  Act,  limiting  the  scope  of  the  Clayton  Act 
in  certain  cases,  see  second,  third,  and  fourth  paragraphs  of  the  footnote 
on  p.  483. 

It  should  be  noted  also  tliat  corporations  for  export  trade  are  excepted 
from  the  proylsions  of  this  section.    See  p.  530,  sec.  3. 
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stock  of  such  branch  lines,  nor  to  prevent  any  such  com- 
mon carrier  from  acquiring  and  bwuiag  siil.  or  anyjp^irt 
of  the  stock  of  a  branch  or  short  line  constructed  by  an 
independent  company  where  there  is  no  substantial  com- 
petition between  the  company  owning  the  branch  line  so 
constructed  and  the  company  owning  the  main  line  ac- 
quiring the  property  or  an  interest  therein,  nor  to  prevent 
such  common  carrier  from  extending  any  of  its  lines 
through  the  medium  of  the  acquisition  of  stock  or  other- 
wise of  any  other  such  common  carrier  where  there  is  no 
substantial  competition  between  the  compaivy  extending 
its  Imes  and  the  company  whose  stock,  property,  o^  kn 
interest  therein  is  so  acquired. 

Nothinir  contained  in  this  section  shall  be  held  to  affect  ^  sx^Wiifiito 
or  impair  any  right  heretofore  legally  acquired:  ^^^-^^'2  ■g"*'** 
vided^  That  nothing  in  this  section  shall  be  held  or  con- 
strued to  authorize  or  make  lawful  anything  heretofore 
prohibited  or  made  illegal  by  the  antitrust  laws,*^  nor  to 
exempt  any  person  from  the  penal  provisions  thereof  or 
the  civil  remedies  therein  provided. 

ANNOTATIONS. 

118-iie.  Acauiiltion     of     itock,    tlon  of  these  corporations  was 

,.^  ^ru**!"""^".^"^^"^*'  *^**^  plainly  in  violation  of  the  Clay- 
117.  Whether  retroactive.  f       ^ '         ^  ^^  -.  ^m.  .  ».. 

ton  Act  and  that  their  combina* 

ACQUUITIOH  OF  STOCK,  STG— Di    tlon  in  the  Boston  Pish  Pier  Co. 

PA«TicuiA»  Oisis.  ^^^  be  dlSBOlved. 

118.  "  The  evidence  discloses  114.  "  We  also  are  of  the  opin- 
that  the  Boston  Fish  Pier  Go.  in  ion  that  the  acquisition  by  the 
1916  acquired  the  stock  of  25  of  Bay  BUiie  Fishing  Go.  of  the 
the  corporations  doing  business  stock  in  the  8  corporations  In  Its 
in  interstate  commerce  as  Inde-  combination  is  likewise  in  viola- 
pendent  wholesale  freifti  fish  tlon  of  the  Clayton  Act.  The 
dealers  on  the  Fish  Pier,  and  fact  that  5  out  of  8  of  the  oor- 
the  assets  and  business  of  Br-  porations  whose  stock  was 
nest  F.  Rich,  doing  business  taken  over  by  the  Bay  State 
under  the  name  of  A.  F.  Rich  Fishing  Co.  were  organised  un- 
&  Co.,  and  the  partnerships  of  der  the  laws  of  Maine,  to  whom 
Lombard  &  Curtis  and  Fnlham  the  Massachusetts  corporations 
&  Herbert,  the  three  latter  con-  bearing  the  same  names  con- 
cerns being  wholesale  fresh  fish  veyed  their  buaineaaea  and 
dealers  engaged  in  interstate  assets,  does  not  make  the  sltua- 
trade  on  the  pier,  and  that  it  tlon  different  than  it  would 
thereafter  conducted  the  busi-  have  been,  and  no  less  a  viola- 
nesses  of  these  dealers,  and  tlon  of  the  Clayton  Act,  had  it 
an  competition  between  them  taken  over  the  stock  of  the  Mas- 
ceased.     We  think  the  acquisi-  sachusetts  corporations  directly. 

*^  Fpr  text  of  Bherman  Act,  aee  footnote  on  pp.  48S-486.    As  enumerated 
In  Clayton  Act,  see  flrit  paragraph  thereof  on  pp.  482,  483. 
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ANNOTAIIONS,  SBC  7— Cootinaed. 


/» 


ACQUmTMNi  t>F-'Wr0CK,   1TC-— iH  whoHy,  in  performing  conflticts 

piBTicuUB  mB»-CMii>ii««.  sublet  to  it  by  the  plaintiff.   The 

m%.  ^1  ^  iLt  i^*'»-«i«  iuf««  case  is  not  Within  the  provtaloiis 

The  respective  Maine  ana  Mas-  ^*x%./^i.       a^ 

w    Jil  -^«.v ^*i«^«  «««.  In  of  section  7  o£  the  Clayton  Act. 

sachusetts  corporations  were  in 

substance   the    same,    and    the  ^  r         w    ,^     #    ^  . 

M,  ^     *  4.1.     #     «  4.i^«   «#  *K^  C'o.    V.    Iron    AfouJders*    Unuwi, 
effect  of  the  formation  of  the  #v    ^a^  •«>#/»«  ^    o« 

-,  ,  ^1     «       J  i-u^  i.-.u  October  9,  1917,  246  Fed.  851, 

Maine  corporations,  and  the  tak-  «^^      r«  .  J 

tag  over  of  their  stock  was  to  ^'  ^-    ^^7"!.^^^* 

defeat  competition  between  all  «*  i'^rUdictUm  to  258  Fed.  408. 

of  the  subaldlary  coipomtlon*  »«^«"!»^,   "^'^     ""     "T* 

Th      ombi     ttMk- «a£  '  thes*  cor*  J^"^^"*^   ^^    Supreme   Court   in 


^•£®  bo.  was  therefor*  a  vio-  »',\^' ^.^- ^^TL  .  k-* 
la^lon  of  the  Clayton  Act  and  "«•  »«=* »»«.  ^l^*"**  *«  *"* 
must     be    diaMlvea."      United    «»ot  paaaed  on  In  V«.n«- y  P«,«- 

State,  y.  ye«  iS.vhm<l  «.fc  JJ»-    *«:"«***  f  *«"'  <^»-  S.^'^L^^'^ 

o*«v«.  Jmy  11. 1919,  268  Fed.  l^'??!*!^,^.""*.'?'  "•^*'  ^ 

8, 1920.  864  U.  S.  77.)  Fed  407.  409.  involving  proponed 

115.  «  Nor  does  the  ownership  ««l"'s«tton  of  a^ete-of  one  cor- 

by  the  plaintiff  of  a  majority  of  Porationby  another  corporation, 

the  defendant  company's  stock  "te8«0  »<>  *»»^te  the  act ;  («p- 

•nbrtantUily  or  otherwise  lessen  S^~**^"")  April  18.  1918. 

competition   between   them    (if  260  Fed.  292. 

they  can  at  all  be  said  to  com-  wiiimB  bvtboactiti. 
pete),  or  restrain  eooimerce,  or 

create  a  monopoly  In  any  line  117.  Section  assumed  not  in- 

thereof.     As  heretofore   stated  tended  to  be.    Byams  v.  CaUi- 

the  Tool  Cmnpany  is  in  effect  n^t  d  HecikL  Minbig  Co.,  Janu- 

if  not  in  fact,  a  subsidiary  com-  ary  6,  1915,  Circuit  Court  of  Ap- 

pany,   engaged    largely,   if   not  peals,  221  Fed.  529,  537. 

Sec  8.  DIRECTORS,  OFFICERS,  OR  EMPLOYEES  OF 
BANKS,  BANKING  ASSOCIATIONS,  OR  TRUST  COMPA- 
NIES OPERATING  UNDER  LAWS  OF  UNITED  STATES 
AND  DIRECTORS  OF  OTHER  CORPORATIONS.'' 

Not  to  ■«▼•  '^*^^*  ®*  That  from  and  after  two  years  from  the  date 
uSk'S»Sdi*2J^^  ^^®  approval  of  this  Act  no  person  shall  at  the  same 
■ocution,  or  trust  tijjjQ  j,^  ^  director  or  other  officer  or  employee  of  more 

"  By  the  last  paragraph  of  the  Act  of  Sept,  7.  191G.  amendiiiK  the 
Federal  Reserre  Act,  ch.  461,  89  Stat.  752  at  756,  it  Is  provided  that 
the  proTlslons  of  sec.  8  shall  not  apply  to  "A  director  or  other  officer, 
aieeiit  or  employee  of  any  member  hank  *'  who  nay,  **  with  the  approral 
of  the  FMeral  Reeerre  Board  he  a  director  or  other  officer,  agent  or 
employee  of  any"  bank  or  corporation,  **  chartered  or  Incorporated  unrler 
the  laws  of  the  United  States  or  of  aoy  State  thereof,  and  principally 
engaged  In  International  or  foreign  banking,  or  banking  In  a  dependency 
or  insular  petueaiilon  of  the  United  States,"  in  the  capital  stock  of  walch 
such  member  bank  may  have  invested  ander-the  coadltions  and  circum- 
stances set  forth  In  the  Act. 

On  provisions  of  the  Shipping  Board  Act,  Packers  and  Stockyards  Act, 
1921,  and  Transportation  Act,  limiting  the  scope  of  the  Clayton  Act  in 
certain  cases,  see  second,  third,  and  fourth  paragraphs  of  the  footnote  on 
p.  483. 
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than  one  bank,  bankinfi^  association  or  trust  comDanv.  *^p**v  ^  ***• 
organized  or  operating  undeF  the  lawa-of'ih«*<Uiuted?"7^"f'  >n<i  in- 
states, either  of  which  has  deposits,  capital,  surplus,  and  'n?^^*  ^^•^ 

J.    .J     1  /,.  ,.  ,  ^  x-        y  $5,000,000. 

undinded  profits  agg^gatmg  more  than  $5,000,000;  and 
no  private  banker  or  person  who  is  a  director  in  any  bank 
or  trust  company,  organized  and  operating  under  the 
laws  of  a  State,  having  deposits,  capital,  surplus,  and 
undivided  profits  aggregating  more  than  $5,000,000,  shall 
be  eligible  to  be  a  director  in  any  bank  or  banking  asso- 
ciation organised  or  operating  under  the  laws  of  the 
United  States:  TTie  eligibility  of  a '"dilPMlvr^  officer,  or  ho^  dWbflJtj 
employee  under  the  foregoing  provisions  shair'bS**tfe^ft^  *  *™ . 
mined  by  the  average  amount  of  deposits,  capital,  sur-^ 
plus,  and  undivided  profits  as  shown  in  the  official  state- 
ments of  such  bank,  banking  association,  or  trust  company 
filed  as  provided  by  law  during  the  fiscal  year  next  pre- 
ceding the  date  set  for  the  annual  election  of  directors, 
and  when  a  director,  officer,  or  employee  has  been  elected 
or  selected  in  accordance  with  the  provisions  of  this  Act 
it  shall  be  lawful  for  him  to  continue  as  such  for  one 
year  thereafter  under  said  election  or  employment. 

No  bank,  banking  association  or  trust  company,  organ-  Hot  to  Mrrt 
ized  or  operating  under  the  laws  of  the  United  States,  ^gj^^nwajnjj 
in  any  city  or  incorporated  town  or  village  of  more  than  g"3P°^^^^52j^ 
two  hundred  thousand  inhabitants,  as  shown  by  the  last  vont»d  town  or 

'  ■'  viUafe    of    moro 

preceding  dec^onial  census  of  the  United  States,  shall  ^J^^^  ^^ 
have  as  a  director  or  other  officer  or  employee  any  private 
backer  or  any  director  or  other  officer  or  employee  of  any 
other  bank,  banking  association  or  trust  company  located 
ir.  the  same  place :  Promded^  That  nothing  in  this  section  ^  j^jjjj"  J^gj 
shall  apply  to  mutual  sayings  banks  not  having  a  capital  (>>>»«)  "took  w. 
stock  represented  by  shares:  Provided  further,  That  a 
director  or  other  officer  or  employee  of  such  bank,  banking  ^where«itir» 
association,  or  trust  company  may  be  a  director  or  other  ^"^.^j^wrf 
officer  or  employee  of  not  more  than  one  other  bank  orof  otibv,  aiw  «• 
trust  company  organised  under  the  laws  of  the  United 
States  or  any  State  where  the  entire  capital  stock  of  one 
is  owned  by  stockholders  in  the  other :  Arid  provided  fur- 
ther^ That  nothing  contained  in  this  section  shall  forbid 
a  director  of  class  A  of  a  Federal  reserve  bank,  as  defined  f^  a  dir«tof 
in  the  Federal  Reserve  Act  from  being  an  officer  or  J*"^^  oicnrted, 
director  or  both  an  officer  and  director  in  one  member 
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Sec.  8.  DIRECTORS,  OFFICERS,  OR  EMPLOYEES  OF 
BANKS,  BANKING  ASSOCIATIONS,  OR  TRUST  COMPA- 
NIES OPERATING  UNDER  LAWS  DF  UNITED  STATES 
AND  DIRECTORS  OF  OTHER  COMPANIES— Continned. 

priTit«  banker  b^nk:  And  pvovidcd  further^  That  nothing  in  this  Act 
member  i»nkr  or  shM  prohibit  onv  private  banker  or  any  officer,  director. 

clam   A   director  ^  -  i         11  1  a      i-        ^  1 

may  lerve,  wuh  Qf  employee  01  any  member  hank  or  class  A  director  of 
erai  Reierrea  Federal  reserve  bank*  who  shall  first  procure  the  consent 

Board«  not  more  , 

than  two  other  of  the  Federal  Eeserve  Board,  which  board  is  hereby  an- 
no Bubi'tantiaithorized,  at  its  discretion,  to  grant,  withhold,  or  revoke 
such  coi^ent,  jfj^pm  being  an  officer,  director,  or  emj^oyee 
of  npt  ^Qiore  than  two  other  banks,  banking  associations, 
or  trust  companies,  whether  organized  under  the  laws  of 
the  United  States  or  any  State,  if  such  other  bank,  bank- 
i]/g  association,  or  trust  company  is  not  in  substantial 
competition  with  such  banker  or  member  bank. 
•eS?J??eSJfa^     The  couscut  of  the  Federal  Keserve  Board  may  be  pro- 
Sirerto"********^^^^^^  before  the  person  applying  therefor   has  been 
elected  as  a  class  A  director  of  a  Federal  reserve  bank  or 
as  a  director  of  any  member  bank.^' 
twSormoM^iS!     That  from  and  after  two  years  from  the  date  of  the 
^7  Sim^Hth^  approval  of  this  Act  no  person  at  the  same  time  shall  be 
oap5ttu!'*iurpiii2*  dircctor  in  any  two  or  more  corporations,  any  one  of 
praflts  S^ijiite  which  has  capital,  surplus,  and  undivided  profits  aggre- 
oo7,o^°  Sd gating  more  than  $1^000,000,  engaged  in  whole  or  in  part 
colTpJt^l^by^^  commerce,  other  than  banks,  banking  associations, 
^ute  ^"antlmSlt  ^^^^t  companies  and  common  carriers  subject  to  the  Act 
^^  to    regulate    commerce,    approved .  February    fourth, 

eighteen  himdred  and  eighty-seven,  if  such  corporations 
are  or  shall  have  been  theretofore,  by  virtue  of  their  busi- 
ness and  location  of  operation,  competitors,  so  that  the 
elimination  of  competition  by  agreement  between  them 
would  constitute  a  violation  of  any  of  the  provisions  of 
„^Sr«"*y  any  of  the  antitrust  laws."*  The  eligibility  of  a  director 
under  the  foregoing  provision  shall  be  determined  by  the 
aggi*®g&te  amount  of  the  capital,  surplus,  and  undivided 
profits,  exclusive  of  dividends  declared  but  not  paid  to 
stockholders,  at  the  end  of  the  fiscal  year  of  said  corpora- 
tion next  preceding  the  election  of  directors,  and  when  a 
director  has  been  elected  in  accordance  with  the  provi- 

>*The  part  of  the  aection  immediately  preceding  beginning  with,  "And 
provided  furihtr,  That  nothing  in  thia  Act**  to  thla  point,  mmendments 
made  by  act  May  16,  1916,  ch.  120,  and  act  May  26,  1920,  ch.  206. 

"*  For  text  of  Sherman  Act,  see  footnote  on  pp.  48d>485.  As  enumerated 
in  Clayton  Act,  see  first  paragraph  thereof  on  pp.  482,  483. 
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sionfi  of  this  Act  it  fihall  foe  lawful  for  him  to  continue  as 
such  for  one  year  thereafter.       ''^  '    -    -- 

When  any  person  elected  or  chosen  as  a  director  or    lUgiwiity  at 
officer  or  selected  as  an  employee  of  any  bank  or  other  ^^^o^^^ 
corporation  subject  to  the  provisions  of  this  Act  is  eligible  ^SJT*  **'.  *■* 
at  the  time  of  his  election  or  selection  to  act  for  such  bank 
or  other  corporation  in  such  capacity  his  eligibility  to  act 
in  such  capacity  shall  not  be  affected  and  he  shall  not 
become  or  be  deemed  amenable  to  any  of  the  provisions 
hereof  by  reason  of  any  change  in  the  affairs  of  such 
bank    or    other    corporation    froni    WfaaUoever    cause, 
whether  specifically  excepted  by  any  of  the' i^roi^dlDi^ 
hereof  or  not,  until  the  expiration  of  one  year  f rom^  tlt^ 
date  of  his  election  or  employment. 

ANNOTATIONS. 

IKTBBLOGKIH«    DIBBCrOBATES— AB-     Ueg  case,  1»3  U.  S.  197.  24  Su- 
?SSL^'  COHFETITITB   FEA-     ^^^^^  ^^^^  ^   ^  ^  ^^    ^^^ 

nor  within  any  statutory  inhi- 

118.  **  Furtbermore,  it  is  to  be  bition  against  interlocking  di- 

observed     that     the    Delaware  rectorates  similar  to  that  of  the 

Ce.'fl     holdings     are     not     in  Clayton  Act   <Act  October  15, 

natiiraUy  competing  companies.  1014,  ch.  S28,  3S  Stat.  L.  732, 

The   companies   named    in   the  section    8     [Ck)mp.    Stat    sec. 

present  record  are  widely  ee^  8885h])    •    •    ♦."    City  of  HoU 

arated  and  operate  in  distinct  land  v.  HoUand  City  Oas  Co^ 

municipalities,     and     the     gas  Circuit  Court  of  Appeals,  Feb- 

plant   here  in   question   is  the  ruary  13,   1919,   257   Fed.   679, 

only  one  in  the  city  of  Holland,  685. 

and  is  entirely  within  the  State  »  laniBBAL. 

of  Michigan.    The  case,  there-  119.  Provisions  of  section  di»- 

fore,  does  not  fall  within  any  regarded  as  not  then  operative, 

principle  opposed   to   the   sup-  Hyams  v.  Calumet  d  Hecla  Mith 

pression  of  competition,  as,  for  ing  Co.,  Circuit  Court  of  Ap- 

instance,   the   underlying   prln-  peals,  January  6,  1915,  221  Fed. 

ciple   of  the  Northern   Securi-  529,  637. 

Sec  ».  WILLFUL  MISAPPLICATION.  EMBEZZLEMENT, 
ETC  OF  MONEYS,  FUNDS,  ETC,  OF  COMMON  CARRIER 
A  FELONY, 

Sec.  9.  Every  president,  director,  officer  or  manager  of 
any  firm,  association  or  corporation  engaged  in  com- 
merce as  a  common  carrier,  who  embezzles,  steals,  abstracts 
or  willfully  misapplies,  or  willfully  permits  to  be  misap- 
plied, any  of  the  moneys,  funds,  credits,  securities,  prop- 
erty or  assets  of  such  firm,  association  or  corporation, 
arising  or  accruing  from,  or  used  in,  such  commerce,  in 
whole  or  in  part,  or  willfully  or  knowingly  converts  the 
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Sm.  9:  WILLFUL  MISAPPLICATION,  EMBEZZLEMENT, 
ETC.,  OF  MONEYS,  FUNDS,  ETC,  OF  COMMON  CARRIER 
A  FELONY— ConUnued. 

same  to  his  own  use  or  'to  the  use  of  another,  shall  be 

. '    ..  ,c  deemed  gnilt;y  of  a  felony  and  upon  conviction  shall  be 

Penalty,  fl^e,  fined  not  less  than  $500  or  confined  in  the  penitentiary 

or  both.  '  not  less  than  one  year  nor  more  than  ten  years,  or  both, 

in  the  discretion  of  the  court. 
in^dirtrirt^Urt     Prosecutions  hereunder  may  be  in  the  district  court  of 
for  diltrirt  whcS  the  United  States  for  the  district  wherein  the  offense  may 

ogme     commit  j^|^Y|^)>,«,|j^Q|iimitteA 

fft^:j2wS?  *St  nrl^a^'i^pthin*?  in  this  section  shall  be  held  to  take  away 
]uS^^ttu^tV^r^^  impair  the  jurisdiction  of  the  courts  of  the  several 
iirrai5«*"****"  States  under  the  lawsthereof ;  and  a  judgment  of  convic- 
tion or  acquittal  on  the  merits  under  the  laws  of  any 
State  shall  be  a  bar  to  any  prosecution  hereunder  for  the 
same  act  or  acts. 

DECISIOIfS. 

Colper  V.  Skefflngton,  June  23,  1920,  265  Fed.  17,  62. 

Sec  10.  LIMITATIONS  UPON  DEALINGS  AND  CON- 
TRACTS OF  COMMON  CARRIERS. 

DMiingp  in  se.     Sbc.  10.  That  after  two  years  from  the  approval  of  this 

enritiei.  etc..  and  .  "^  ,    .  i     n  i 

contnu-u  for  con-  Act  no  commou  camcr  ensai^^^d  m  commerce  shall  have 

■  tructionor  . 

maintenaDce,  i«-  anv  dealinj^s  in  securities,  supplies  or  other  articles  of 

gregating  more*'  i  it  ^ 

than  $60,000  a  commerce,  or  shall  make  or  have  any  contracts  for  con- 
year  to  be  biy  bid  '  "^ 

in  caae  director,  structiou  or  maintenance  of  any  kind,  to  the  amount  of 

etc,  of  common  i  a  •        i  .  .  ,. 

Mrrier.  also  di-  morc  thsu  $60,000,  lu  the  aggregate,  in  any  one  year,  with 

h2l*' * 'blu*  ti^I  *^^^^^^^  corporation,  firm,  partnership  or  association 
interest  therein,  whcu  the  Said  commou  Carrier  shall  have  upon  its  board 
of  directors  or  as  its  president,  manager  or  as  its  purchas- 
ing or  selling  officer,  or  agent  in  the  particular  transac- 
tion, any  person  who  is  at  the  same  time  a  director,  man- 
ager, or  purchasing  or  selling  officer  of,  or  who  has  any 
substantial  interest  in,  such  other  corporation,  firm,  part- 
nership or  association,  unless  and  except  such  purchases 
»»j^i     *   w  shall  be  made  from,  or  such  dealin<?s  shall  be  with,  the 

Bidding  to  be  '  ^ 

eompetitive   nn-  bidder  whose  bid  is  the  most  favorable  to  such  common 

d  e  r   regulations 

first ate**£oin' ^^^^^®^'  ^^  ^^  ascertained  by  competitive  bidding  under 
"•"^cj^^^^M^  regulations  to  be  prescribed  by  rule  or  otherwise  by  the 
2^"  •*A^*<*- Interstate  Commerce  Commission.    No  bid  shall  be  re- 

oresses  of  Didder. 

oAoen,  tto.        ccivcd  uulcss  the  name  ajid  address  of  the  bidder  or  the 

names  and  addresses  of  the  officers,  directors  and  general 
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managers  thereof,  if  the  bidder  Jl>e  a  corporation,  or  of 
the  members,  if  it  be  a  partnership  or  firm,  be  given  .witp 
the  bid. 

Any  person  who  shall,  directly  orliidirectly,  do  or  at-    Penalty  f«* 
tempt  to  do  anything  to  prerent  anyone  from  bidding  or  tampHiw  t^'A^ 
shall  do  any  act  to  prevent  free  and  fair  competition  com petitiwi  in 
among  the  bidders  or  those  desiring  to  bid  shall  be  pun- 
ished as  prescribed  in  this  section  in  the  case  of  an  officer 
or  director.' 

Every  such  common  carrier  having  any  such  transac-    canriw  to  r^ 
tions  or  making  any  such  purchases  s'&S&ivirtlfasft  thirty  E^eunder  to  uH 
days  after  making  the  same  file  with  the  InterstiitV>(!iim-|^r^i^^ 
merce  Commission  a  full  and  detailed  statement  of  the v*. 
.transaction  showing  the  manner  of  the  competitive  bid«         '*! 
ding,  who  were  the  bidders,  and  the  names  and  addresses 
of  the  directors  and  officers  of  the  corporations  and  the 
members  of  the  finn  or  partnership  bidding;  and  when- 
ever the  said  commission  shall,  after  investigation  or    comminioii  to 

-.,  *,.,  ,*»!  report  vioUtloni, 

hearing,  have  reason  to  believe  that  the  law  has  been  and  its  o^And- 
violated  in  and  about  the  said  purchases  or  transactions  o«ocr»L 
it  shall  transmit  all  papers  and  documents  and  its  own 
views  or  findings  regarding  the  transaction  to  the  Attor- 
ney General. 

If  any  common  carrier  shall  violate  this  section  it  shall  fo^'jiJ^^'S^! 
be  fined  not  exceeding  $25,000;  and  every  such  director,  Jj^^^'^'jjg^y^* 
agent,  manager  or  officer  thereof  who  shall  have  know-  ^^J^^^^^ 
ingly  voted  for  or  directed  the  act  constituting  such  vio- 
lation or  who  shall  have  aided  or  abetted  in  such  viola- 
tion shall  be  deemed  guilty  of  a  misdemeanor  and  shall    ^«^*^* 
be  fined  not  exceeding  $5,000,  or  confined  in  jail  not  ex- 
ceeding one  year,  or  both,  in  the  discretion  of  the  court. 

The  effective  date  on  and  after  which  the  provisions  et^SSd'to  £? 
of  section  10  of  the  Act  entitled  "  An  Act  to  supplement  *•  ^••^' 
existing  laws  against  unlawful  restraints  and  monopolies, 
and  for  other  purposes,"  approved  October  fifteenth, 
nineteen  hundred  and  fourteen,  shall  become  and  be 
effective  is  hereby  deferred  and  extended  to  January  first, 
'  nineteen  hundred  and  twenty-one:  Provided.  That  such    *««?{  •■  *• 

,     "^  '  corpontiom    or* 

extension  shall  not  apply  m  the  case  of  any  corporation  J»"*^  lAL^' 
organized  after  January  twelfth,  nineteen  hundred  and 

eighteen.'* 

_ —  ■      ■  I  ■■■■■..-■■ — - — —       ■  ■    ■     ■' ' 

» Above  paragrapb,  sec.  501  of  the  TransporUtton  Act,  Feb.  28,  1920, 
ch.  01,  41  SUt  456  at.  490. 
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Sec  11.  JURISDICTION  TO  ENFORCE  COMPLIANCE. 
COMPLAINTS,  FINDINGS.  AND  ORDERS.  APPEALS. 
SERVICE.* 

jQriwiictioD  M     Sec.  11.  That  authority  to  enforce  compliance  with 

^^i^res  tVd  sections  two,  three,  seven  and  eight  of  this  Act  by  the  per- 

"i^ewute  Com-  sonfi  respectively  subject  thereto  is  hereby  vested :  in  the 

3oV "  ^"^  Iiiterstate  Commerce  Commission  where  applicable  to 

Federal  R«enre  common  Carriers,  in  the  Federal  Beserve  Board  where  ap- 

^    '  *  plicable  to  banks,  banking  associations  and  trust  com- 

FedeAi  Trmdepanies,  and  in  the  Federal  Trade  Commission  where  ap- 

P^cpj^l^,JI^,^f4^. other  character  of  commerce,  to  be  exer* 

.     ^cis9(i^^  follows: 

oommiMiMi  or    .Whenever  the  commission  or  board  vested  with  juris- 

bomrd  to   innie  *  ' 

complaint  If  be- diction  thereof  shall  have  reason  to  believe  that  any 
and^'aervi^^^meP^'^'®^^  ^^  violating  Or  has  violated  any  of  the  provisions 
hiari  "^  mT  re-  ^^  ssctions  two,  three,  seven  and  eight  of  this  Act,  it  shall 
fJSd^nt   ^  ^  ^^^®  ^^^  serve  upon  such  person  a  complaint  stating  its 
charges  in  that  respect,  and  containing  a  notice  of  a  hear- 
ing upon  a  day  and  at  a  place  therein  fixed  at  least  thirty 
days  after  the  service  of  said  complaint.    The  person  so 
hafe^ht  To  a*^  complsiued  of  shall  have  the  right  to  appear  at  the  place 
pear  and  thow ^jj^  time  SO  fixed  and  show  cause  why  an  order  should 

cause,  etc.  •' 

not  be  entered  by  the  commission  or  board  requiring  such 

person  to  cease  and  desist  from  the  violation  of  the  law 

ma^  "be'^*TOiS  ^  chargcd  in  said  complaint.    Any  person  may  make  ap- 

tedforgood plicatioo,  sud  upou  good  cause  shown  may  be  allowed 

by  the  commission  or  board,  to  intervene  and  appear  in 
teJimo?y'*to  iSl^^^  proccediug  by  counsel  or  in  person.  The  testimony 
^^  in  any  such  proceeding  shall  be  reduced  to  writing  and 

filed  in  the  office  of  the  commission  or  board.    If  upon 
lau^commu^  ^"^  hearing  the  commission  or  board,  as  the  case  may  be, 
SSSe^'SniSS!?  iS  ®'"^^  "^  ^^  ^®  opinion  that  any  of  the  provisions  of  said 
[^  •J'^^«*^**5J;  sections  have  been  or  are  being  violated,  it  shall  make  a 
d«  to'^cSJ^and  r<jp<>^  in  writing  in  which  it  shall  state  its  findings  as  to 
daittonreqwnd-the  facts,  aud  shall  issue  and  cause  to  be  served  on  such 
person  an  order  requiring  such  person  to  cease  and  desist 
from  such  violations,  and  divest  itself  of  the  stock  held 
or  rid  itself  of  the  directors  chosen  contrary  to  the  pro- 
visions of  sections  seven  and  eight  of  this  Act,  if  any 
there  be,  in  the  manner  and  within  the  time  fixed  by  said 

■*  On  prorislons  of  the  Shipping  Board  Act,  Paclceri  and  Stoclcyards  Act. 
1921,  and  Tranaportation  Act,  limiting  the  scope  of  the  Clayton  Act  In 
certain  caaea,  see  wcond,  third,  and  fourth  paragraphs  of  the  footnote  on 
p.  483. 
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order.    Until  a  transcript  of  the  record  in  such  hearine:    oommiMion  or 

1     11  1  1  /»!     •■  .  •         .*  •  \         M     .Aboard  may  mod- 

sJiall  have  been  tiled  m  a  circuit  court  of  appeals  of  the  ^*y  ^^  "^  *"*<^ 
United  States,  as  hereinafter  provided,  the  commission  tramcriDt  o«  rec- 

1  ,  '  ..  '       i_         ii   ^        1   .  ,    ord  tied  in  Cir- 

or  board  may  at  any  time,  upon  such  notice  and  m  such  ^^^  oourt  of  ap- 
mannef  as  it  shall  deem  proper,  modify  or  set  aside,  iii 
whole  or  in  part,  any  report  or  any  order  made  or  issued 
by  it  under  this  section. 

If  such  person  fails  or  nesrlects  to  obey  such  order  of    in  case  of  dis. 

AT.  ■      •  u         J       1.-1     XL       *  •      •         i»     X    XI.    Obedience   of   ita 

the  commission  or  board  while  the  same  is  m  effect,  the  <>'<>«'*  commia. 

•      •  i_  J  1       ^      XI  •  -x  '  lion    or    board 

eommission  or  board  may  apply  to  the  circuit  court  of  °»yappiytoCir- 

1         #    Ai       -TT    -A     t    irt\    A  ',^  '•     '*'r^   tAA        •  «  cuit  Court  of  Ap- 

appeals  of  the  Umted  States,  withm  anV  cmiiit  where  p«^«  for  «nfoTx^e- 

xu         •    1    X-  1    •       J     .e  •     i_   •  "^    ,.^n*?i>f^«ientofita  order. 

the  violation  complained  of  was  or  is  being  committed  ^^Jii'S^,^" 
where  such  person  resides  or  carries  on  business,  for  the 
enforcement  of  its  order,  and  shall  certify  and  file  with 
its  application  a  transcript  of  the  entire  record  in  the 
proceeding,  including  all  the  testimony  taken  and  the 
report  and  order  of  the  commission  or  board.    Upon  such    cwh  to  cauM 
filing  of  the  application  and  transcript  the  court  shall  be  Mrred^'^on  re- 
cause  notice  thereof  to  be  served  upon  such  person  and  h  a  v  empower  to 
thereupon  shall  have  jurisdiction  of  the  proceeding  andflrmint.  modify' 
of  the  question  determined  therein,  and  shall  have  power  aaiSs   order   of 

1  .,  ,  11.  •  -.commi saion  or 

to  make  and  enter  upon  the  pleadings,  testimony,  and  board, 
proceedings  set  forth  in  such  transcript  a  decree  affirm- 
ing, modifying,  or  setting  aside  the  order  of  the  commis* 
sion  or  board.    The  findings  of  the  commission  or  board    Findinr^of 

^  commliaion  or 

as  to  the  facts,  if  supported  by  testimony,  shall  be  oon-jy^jJ  "'^^jl^b* 

elusive.    If  either  party  shall  apply  to  the  court  for  leave  testimony. 

to  adduce  additional  evidence,  and  shall  show  to  the  sat-  /?fl?*'*^5^' 

'  .  additional  evi* 

isf  action  of  the  court  that  such  additional  evidence  is  dence  may  be  per- 
mitted on  appli- 

material  and  that  there  were  reasonable  grounds  for  the  <*tion,  and  rfiow. 

°  ^  inff  of  reasonable 

failure  to  adduce  such  evidence  in  the  proceeding  before  k«»o™*  «w  taii- 

^  ^  •    ure  to  adduoa 

the  commission  or  board,  the  court  may  order  such  addi-  thwetoior^ 
tional  evidence  to  be  taken  before  the  commission  or 
board  and  to  be  adduced  upon  the  hearing  in  such  manner 
and  upon  such  terms  and  conditions  as  to  the  court  may 
seem  proper.    The  commission  or  board  may  modify  its  boSTraT**  mike 
findings  as  to  the  facts,  or  make  new  findings,  by  reason  J^,^  b^r«^ 
of  the  additional  evidence  so  taken,  and  it  shall  file  such  «>"  tberooi 
modified  or  new  findings,  which,  if  supported  by  testi- 
mony, shall  be  conclusive,  and  its  recommendation,  if 
any,  for  the  modificiition  or  setting  aside  of  its  original 
order,  with  the  return  of  such  additional  evidence.    The ,  Judgment  and 

decreo  •ubjcct  to 

judgment  and  decree  of  the  court  shall  be  final,  except  wi«w  g^fj^ 
that  the  same  shall  be  subject  to  review  by  the  Supreme  w^«  ^^^ 
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Sec  11.  JURISDICTION    TO   ENFORCE   COMW.IANCB. 
COMPLAINTS,    FINDINGS,    AND    ORDERS.     APPEALS. 

SERVICE— Continued. 

Court  upon  certiorari  as  provided  in  section  two  hundred 
and  forty  of  the  Judicial  Coda 
Petition  by  n-     Any  party  required  by  such  order  of  the  commission  or 
??e  w"  order  to  board  to  ceasc  and  desist  from  a  violation  charged  may 
*****  *°  obtain  a  review  of  such  order  in  said  circuit  court  of  ap- 

peals by  filing  in  the  court  a  written  petition  praying  that 
the  order  of  the  commission  or  board  be  set  aside.    A 
To  bcMnredon  copx  p£  sucik  petition  shall  be  forthwith  served  upon  tht 

com  minion  or    nfT'^iv.      .*,,,,,  .,  .      .  _ 

baa^xd  «riiichcommi88iiOii  or  boards  and  theretipoa  the  commission  or 

thereupoD  to  ccr^ 

t  i  f  y  a  n  d  file  board  forthwith  shall  certify  and  file  in  the  court  a 
ord  in  the  court,  transcript  of  the  record  as  hereinbefore  provided.    Upon 

juritdiction  of  ^^*  filing  of  the  transcript  the  court  shall  have  the  same 
Court  of  Appeals  jurisdiction  to  afiirm.  set  aside,  or  modify  the  order  of  the 

lame  u  on  appti-  ,,  ,, 

cation  by  com-  Gommission  or  board  as  in  the  case  of  an  application  by 

mlwlon  or  board  . 

and  commisdoT)*!  the  couimission  or  board  for  the  enforcement  of  its  order. 

or    board  I    find- 

inr*  ^iimiUriy  and  the  fiudiuss  of  the  commission  or  board  as  to  the 

conclusive. 

facts,  if  supported  by  testimony,  shall  in  like  manner  be 

conclusive. 
Jurisdiction  of     The  jurisdictiou  of  the  circuit  court  of  appeals  of  the 
ac"iiuive^'*     "  United  States  to  enforce,  set  aside,  or  modify  orders  of 

the  commission  or  board  diall  be  exclusive.    . 
pitMreedimc*  to     Such  procecdiugs  in  the  circuit  court  of  appeals  shall 

bave    precedence  ■•  i  .«  i^^i'i 

orer  otber  caaes,  be  givcu  preccdeuce  over  other  cases  pending  therein,  and 

Sited.        **'**'  shall  be  in  every  way  expedited.    No  order  of  the  com- 

uabiiity  under  mission  or  board  or  the  judgment  of  the  court  to  enforce 

antitniat  acta  not  .1  i_    n   •  ^•  v      i 

affected.  the  Same  shall  m  any  wise  relieve  or  absolve  any  person 

from  any  liability  under  the  antitrust  Acts.'^ 

serrice  of  com.     Complaiuts,  ordcrs,  and  other  processes  of  the  commis-* 

?oa7d^!!  'com-sion  or  board  under  this  section  may  be  served  by  any^ 

a!!d"^rVroc^^^®  ^^^7  authorized  by  the  commission  or  board,  either 

*'l*cnoiai;or    M  ^Y  delivering  a  copy  thereof  to  the  person  to  be 

served,  or  to  a  member  of  the  partnership  to  be  served, 

or  to  the  president,  secretary,  or  other  executive  officer 

At  office  or ^^  *^  dircctor  of  the  corporation  to  be  served;  or  (b)  by 

Si?;*or  *'  **"**"  l«*ving  a  copy  thereof  at  the  principal  office  or  place  of 

bt   wfiiteied  "^'^"^^^  ^^  '^^^  persou;  or  (c)  by  rc^stering  and  mail- 

naiL  ixig  II  eopy  thereof  addressed  to  such  person  at  his  princi- 

verifled  return  P^  ^^^  ^^  place  of  business.    The  verified  return  by  the 

J*f*JJJJ^JJ'^:  person  so  serving  said  coinplaint,  order,  or  other  process 

^*^,^!^' setting  forth  the  manner  of  said  service  shall  be  proof 


proof 


"*"  For  text  of  Sherman  Act,  oeo  footnote  on  pp.  468-485.    As  enumerated 
in  Clayton  Act,  lee  first  paragraph  thereof  on  pp.  482,  488. 
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of  the  same,  and  the  return  post-office  receipt  for  said 
complaint,  order,  or  other  process  registered  and  mailed 
as  aforesaid  shall  be  proof  of  the  service  of  the  same. 

ANNOTATIONS. 

^      ■ 

WOBM  AND  PHBASCS — "WHERE  cars    and    refrigerator    aervice, 

WM8^    ^    COHHOHOR.  and  the  railroad  agreed  to  pay 

the  charges  stipulated,  and  to 
120.  The  words  "where  ap-  patronise  the  company  ex- 
plicable to  common  carriers "  in  dusively,  with  respect  to  their 
section  11  of  the  Clayton  Act  requirements  for  such  cars  and 
must  mean  that  where  the  facts  service]  inyolved^  common  car- 
fnvolve  common  carriers,  or  the  riers  and  tended  iiP^r^f^^i^Mtit 
business  of  common  carriers,  affect  their  busfnesat/'"'  Rei 
then  the  jurisdiction  is  solely  spondent  was  tlierefore  without 
in  the  Interstate  Ommerce  Jurisdiction.'*  Fruit  0r<^cer9 
Commission.  The  action  com-  Express,  Inc.,  v.  Federal  Trade 
plained  of  [contracts  under  the  Commission,  June  16,  1921,  274 
terms  of  which    the    company  Fe(L  205,  207.    (See  case  in  this 

agreed   to   furnish   refrigerator     volume,  p.  628  at  p.  6S0.) 

« 

See.  12.  PLACE  OF  PROCEEDINGS  UNDER  ANTITRUST 
LAWS.    SERVICE  OF  PROCESS. 

Sec.  12.  That  any  suit,  action,  or  proceeding  under  the  be' hSSSSw? 
antitrust  laws  *^  against  a  corporation  may  be  brought  IJ^^  'STitilh 
not  only  in  the  judicial  district  whereof  it  is  an  inhabit- f«£Pg««o„»^*; 
ant,  but  also  in  any  district  wherein  it  may  be  found  or  tt^l^Si  **  ™^ 
transacts  business;  and  all  process  in  such  cases  may  be 
served  in  the  district  of  which  it  is  an  inhabitant,  or 
wherever  it  may  be  found. 

DECISIONS. 

Grc<^  AUaniie  d  Pacific  Tta  Co.  v.  Cream  of  Wheat  Co,,  July 
20,  1915,  224  Fed.  566. 

Frey  A  Son,  Inc.,  v.  Cudahy  Packing  Co.,  December  9,  1915,  228 
Fed.  209. 

Thorbum  v.  Gates,  July  17, 1915,  225  Fed.  613,  615. 

Frey  d  Son,  Inc.,  v.  Cudahy  Packiny  Co.,  Circuit  Court  of  Ap- 
peals, April  27, 1916,  232  Fed.  640. 

Southern  Photo  Ataterial  Co,  v.  Eastman  Kodak  Co,,  July  20, 
1916,  234  Fed.  955,  957. 

Veftner  v.  Pennsylvania  Steel  Co,,  April  18,  1918,  250  Fed.  292, 

207. 

WainKright  v.  Pennsylvania  R,  Co,,  October  22,  1918,  253  Fed. 

459,  463. 

Ben  C,  Jones  d  Co.  v.  West  Publishing  Co.,  March  5,  1921,  270 

Fed.  563,  56G. 


<^  For  text  of  b*herman  Act  see  footnote  on  pp.  488-485.    As  enainerated 
in  Clajton  Act,  Me  first  paragraph  thereof  on  pp.  482.  488. 
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See.  IS.  SUBIHENAS  FOR  WITNESSES  IN 
BY  OR  ON  BEHALF  OF  THE  UNITED  STATES  UNDER 
ANTITRUST  LAWS. 

Sbo.  13.  Tfiat  m  any  suit,  action^  or  proceeding  brought 
by  or -on  behalf  of  the  United  States  subpoenas  for  wit- 
nesses who  are  required  to  attend  a  court  of  the  United 
States  in  any  judicial  district  in  any  case,  civil  or  crimi- 
May  run  into  un^j^  arising  Under  the  antitrust  laws  •**  may  run  into  any 
jermiiiiion^fQtiier  district:  Provided^  That  in  civil  cases  no  writ  of 
■ary  in  civil  caswgubpoBna  shall  issuc  for  wituesses  living  out  of  the  dis- 

if      witDCM      liVOB  ^  .  *^ 

out  ^  of   <iistrict.|f jci;  jn  which  the  c6Urt  is  held  at  a  greater  distance  than 
» '^'^^^'^  on#  Imdred  miles  from  the  place  of  holding  the  same 
.  irn^itkout  the  permission  of  the  trial  court  being  first  had 
upon  proper  application  and  cause  shown. 

Sec  14.  VIOLATION  BY  CORPORATION  OF  PENAL  PRO- 
VISIONS OF  ANTITRUST  LAWS. 

Sec.  14.  That  whenever  a  corporation  shall  violate  any 

of  the  penal  provisions  of  the  antitrust  laws,^**  such  viola- 
Deemed  aiaotiou  shall  be  deemed  to  be  also  that  of  the  individual  di- 
al dir«cton^  oA-  rectors,  officers,  or  agents  of  such  corporation  who  shall 
*^"^  have  authorized,  ordered,  or  done  any  of  the  acts  consti- 

tuting in  whole  or  in  part  such  violation,  and  such  viola- 
A  mi«]emMnor.  ^^^^  ^j^^j j  y^  deemed  a  misdemeanor,  and  upon  conviction 

therefor  of  any  such  director,  officer,  or  agent  he  shall  be 
p«n«^,  fine  punished  by  a  fine  of  not  exceeding  $5,000  or  by  impris- 
or  both.  '  onment  for  not  exceeding  one  year,  or  by  both,  in  the  dis- 

cretion of  the  court. 

Sec  15.  JURISDICTION  OF  UNITED  STATES  DISTRICT 
COURTS  TO  PREVENT  AND  RESTRAIN  VIOLATIONS  OF 
THIS  ACT. 

Sec.  15.  That  the  several  district  courts  of  the  United 

States  are  hereby  invested  with  jurisdiction  to  prevent 

Diftrict  tttor-  and  restrain  violations  of  this  Act,  and  it  shall  be  the 

Beys,    under    di-  ' 

rection  of  Attor-  duty  of  the  scvcral  district  attorneys  of  the  United  States, 

ney    Oeneralp    to .       "^      .  .  - .        .  _  "^  .  , 

imtitute  proceed- in  their  Tcspcctive  distocts,  uudcr  the  direction  of  the 

Attorney  General,  to  institute  proceedings  in  equity  to 

jijJ'^^^J*"^  prevent  and  restrain  such  violations.    Such  proceedings 

t'l  n'J**fo?3i  the  ^^y  ^  ^y  ^^y  ^^  petition  setting  forth  the  case  and  pray- 
MM,  etc.  ijig  that  such  violation  shall  be  enjoined  or  otherwise  pro- 

• — -  I  -  *— 1^^^ 

*>•  For  text  of  Sherman  Act,  see  footnote  on  pp,  488--485.  As  enamemted 
In  Clayton  Act,  Bee  lint  paragraph  thereof  on  pp.  482,  483. 
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hibited.    When  the  parties  complained  of  shall  hare  been    After  due  no- 
duly  notified  of  such  petition,  the  court  shall  proceed,  as  proceed  to  hear- 
soon  as  may  be,  to  the  hearing  and  determination  of  the  ration  u  eoon  u 
case;  and  pending  such  petition,  and  before  final  decree,    p^^,      ^j. 
the  court  may  at  any  time  make  such  temporary  restrain-  *  J^Jedi™**  oou5 
ing  order  or  prohibition  as  shall  be  deemed  just  in  the"^  "*iSitrSn^ 
premises.    Whenever  it  shall  appear  to  the  court  before  ^j®,^  •'  '"*" 
which  any  such  proceeding  may  be  pending  that  the  ends 
of  justice  require  that  other  parties  should  be  brought j^oouTtmy «um. 
before  the  court,  the  court  may  cause  them  to  be  sum-**«* 
moned  whether  they  reside  in  the  district  in  which  the 
court  is  held  or  not,  and  subpoenas  to  that  end  may  be 
served  in  any  district  by  the  marshal  thereof. 

DECISIONS. 

Wa4nwright  v.  Pennnylvamia  R.  Co,,  October  22,  1918,  253  Fed. 
450,  4G3. 

Sec,  16.  INJUNCTIVE  RELIEF  AGAINST  THREATENED 
LOSS  BY  VIOLATION  OF  ANTITRUST  LAWS. 

Sec.  16.  That  any  person,  firm,  corporation,  or  associa-    o  p  •  n  to  any 
tion  shall  be  entitled  to  sue  for  and  have  injunctive  relief,  on  saine  <^nd^ 
in  any  court  of  the  United  States  having  jurisdiction  pi«'aI"otiier°iiiI 
over  the  parties,  against  threatened  loss  or  damage  by  abx^couru  of 
violation  of  the  antitrust  laws,'®*  including  sections  two,ti?reatened*?on- 
three,  seven  and  eight  of  this  Act,  when  and  under  the  came  losa^or 
same  conditions  and  principles  as  mjunctive  relief  agamst 
threatened  conduct  that  will  cause  loss  or  damage  is 
granted  by  courts,  of  equity,  under  the  rules  governing 
such  proceedings,  and  upon  the  execution  of  proper  bond   PreHminary  in. 

•       ji  m  ••...  'ixi  xi  Junction  maj  It- 

agamst  damages  for  an  injunction  improvidently  granted  me  npon  proper 
and  a  showing  that  the  danger  of  irreparable  loss  or  dam-  inf. 
age  is  immediate,  a  preliminary  injunction  may  issue: 
Provided^  That  nothing  herein  contained  shall  be  con-  But  united 
strued  to  entitle  any  person,  firm,  corporation,  or  associ-  SBe^^fo^^iSjSIS 
ation,  except  the  United  States,  to  bring  suit  in  equity  for  ^JSiSi^cairiS 
injunctive  relief  against  any  common  carrier  subject  i/^n^^^o^m^ 
the  provisions  of  the  Act  to  regulate  commerce  approved 
February  fourth,  eighteen  hundred  and  eighty-seven,  in 
respect  of  any  matter  subject  to  the  regulation,  supervi- 
sion, or  other  jurisdiction  of  the  Interstate  Commerce 
Commission. 

"^  For  text  of  Sberman  Act  see  footnote  on  pp.  488-486.    As  enumerated 
Ib  Cluyton  Act,  aee  first  paragraph  thereof  on  pp.  482,  488. 
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Sec.  16.  INJUNCnVE  RELIEF  AGAINST  THREATENED 
LOSS  BY  VIOLATION  OF  ANTITRUST  LAWS— Continued. 

DECISIONS. 

Union  Paoiflo  Railwoif  Co.  v.  Frank,  Circuit  Court  of  Appeals, 
July  9,  1915,  226  Fed.  906,  911. 

Great  Atlantic  d  Pacific  Tea  Co.  v.  Cream  of  Wheat  Co.,  July 
20,  1915,  224  Fed.  566,  571. 

Flirtman  v.  WeU^ach  Co,,  January  24, 1916,  240  U.  S/  27,  29. 

Paine  Immber  Co.  v.  Neal,  June  11,  1917,  244  U.  S.  450,  471,  480. 

Venner  v.  Pennsylvania  Steel  Co.,  April  18, 1918,  250  Fed.  292. 

Colyer  v.  Skefflngton,  June  23, 1920,  265  Fed.  17,  62. 

General  Investment  Co.  v.  Lake  Shore  d  M.  S.  Ry.  Co.,  Circuit 
Court  of  Appeals,  December  8, 1920,  269  Fed.  235,  237,  238,  241. 

Geddes  y.  Anaconda  Mining  Co.,  January  24,  1921,  254  XT.  S. 
590,  593. 

Duplex  Press  Co.  y.  Deering,  January  3,  1921,  254  U.  S.  443,  469, 
474. 

Sec  17.  PRELIMINARY  INJUNCTIONS.  TEMPORARY 
RESTRAINING  ORDERS. 

No  preliminary     Seo.  17.  That  HO  preliminary  injunction  shall  be  issued 
out  notice.         without  notico  to  the  opposite  party. 
No  temporary     ^q  temporary  restraining  order  shall  be  granted  with- 

restrainlng  order  .  .  .  , 

iSoiK*"^f  ° im*  ^^^  notice  to  the  opposite  party  unless  it  shall  clearly 
"**^**bi  *"*^ju '  appear  from  specific  facts  shown  by  ai&davit  or  by  the 
SJ^o'L  *    "^'^  verified  bill  that  immediate  and  irreparable  injury,  loss, 

or  damage  will  result  to  the  applicant  before  notice  can 
be  served  and  a  hearing  had  thereon.    Every  such  tem- 
gt«iSnf*OTderi  P^rary  restraining  order  shall  be  indorsed  with  the  date 
J^  *^7  j^« '^  and  hour  of  issuance,  shall  be  forthwith  filed  in  the 
line  injury,  etc.  olerk's  ofBce  and  entered  of  record,  shall  define  the  in- 
jury and  state  why  it  is  irreparable  and  why  the  order 
was  granted  without  notice,  and  shall  by  its  terms  expire 
within  such  time  after  entry,  not  to  exceed  ten  days,  as 
the  court  or  judge  may  fix,  unless  within  the  time  so  fixed 
the  order  is  extended  for  a  like  period  for  good  cause 
shown,  and  the  reasons  for  such  extension  shall  be  entered 
ticV,  T2Sll?we°of  ^*  record.    In  case  a  temporary  restraining  order  shall 
JJS^'To  bc^  granted  without  notice  in  the  contingency  specified, 
wRS*  poLibie  *1^®  matter  of  the  issuance  of  a  preliminary  injunction 
moment.  shall  be  set  down  for  a  hearing  at  the  earliest  possible 

time  and  shall  take  precedence  of  all  matters  except  older 
matters  of  the  same  character ;  and  when  the  same  comes 
up  for  hearing  the  party  obtaining  the  temporary  re- 
straining order  shall  proceed  with  the  application  for  a 
preliminary  injunction,  and  if  he  does  not  do  so  the  court 
shall  dissolve  the  temporary  restraining  order.    Upon 
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two  days'  notice  to  the  party  obtaining  such  temporary    oppodte  pwty 

•     >  i.  .  •  —  nuur  more  oisso' 

restraining  order  the  opposite  party  may  appear  andiimon  or 'modi. 
move  the  dissolution  or  modification  of  the  order,  and  in  dajn*  notice 
that  event  the  court  or  judge  shall  proceed  to  hear  and 
determine  the  motion  as  expeditiously  as  the  ends  of  jus- 
tice may  require. 

Section  two  hundred  and  sixty-three  of  an  Act  entitled  .,  s«c.  268  of  jn. 

•'  dicial    Code    re- 

"An  Act  to  codify,  revise,  and  amend  the  laws  relating  to  p«^«*- 
the  judiciary,"  approved  March  third,  nineteen  hundred 
and  eleven,  is  hereby  repealed. 

Nothing  in  this  section  contained  shall  be  deemed  to  f^iJ^^  "*** 
alter,  repeal,  or  amend  section  two  hundred  and  sixty- 
six  of  an  Act  entitled  "An  Act  to  codify,  revise,  and 
amend  the  laws  relating  to  the  judiciary,"  approved 
March  third,  nineteen  hundred  and  eleven. 

DECISIONS. 

Supreme  Council  of  Royal  Arcanum  v.  Hobart,  Gircoit  Court  of 
Appeals,  June  15,  1917,  244  Fed.  885,  390. 

MiseiaHppi  Valley  Trust  Co,  v.  Railway  Steel  Co.,  Circuit  Court 
of  Appeals,  AprU  19,  1919,  258  Fed.  846,  849. 

DaU  Overland  Co,  v.  Willys  Overland,  December  27,  1919,  263 
Fed.  171,  186. 

King  V.  Wei88  d  Le»h  Mfg.  Co.,  Circuit  Court  of  Appeals,  June 
11,  1920,  266  Fed.  257,  259. 

Sec  18.  NO  RESTRAINING  ORDER  OR  INTERLOCUTORY 
ORDER  OF  INJUNCTION  WITHOUT  GIVING  SECURITY. 

Sbo.  18.  That,  except  as  otherwise  provided  in  section  ,,^«<*P*  "  p«?: 

^,..  '  *^..  .  vided  in  sec.   19 

16  of  this  Act,  no  restraining  order  or  interlocutory  order  <>'  twa  wst. 
of  injunction  shall  issue,  except  upon  the  giving  of  secur- 
ity by  the  applicant  in  such  sum  as  the  court  or  judge 
may  deem  proper,  conditioned  upon  the  payment  of  such 
costs  and  damages  as  may  be  incurred  or  suffered  by  any 
party  who  may  be  found  to  have  been  wrongfully  en- 
joined or  restrained  thereby. 

DECISIONS. 

Western  Union  Tel,  Co,  v.  United  States  d  M.  T.  Co,,  Circuit 
Court  of  Appeals,  May  16,  1915,  221  Fed.  545,  555. 

Swift  V.  Black  Panther  Oil  d  Gas  Co.,  Circuit  Court  of  Appeals, 
May  30,  1917,  244  Fed.  20,  29,  80. 

Sec  19.  ORDERS  OF  INJUNCTION  OR  RESTRAINING 
ORDERS—REQUIREMENTS. 

Sec.  19.  That  every  order  of  injunction  or  restrainins:    Muit  wt  forth 

«  rrjoonn,   be   spe- 

order  shall  set  forth  the  reasons  for  the  issuance  of  theciflc,  and  de- 
scribe Acte  to  be 

same,  shall  be  specific  in  terms,  and  shall  describe  in  rea-  rotnined. 
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Sec.  19.  ORDERS  OF  INJUNCTION  OR  RESTRAINING 
ORDERS— REQUIREMENTS— Continued. 

sonable  detail,  and  not  by  reference  to  the  bill  of  com- 
plaint or  other  document,  the  act  or  acts  sought  to  be 
wnj*^»«j0^"i^  restrained,  and  shall  be  binding  only  upon  the  parties  to 

™"'  eto.**'  **"'  ^^^  ^"^*'  ^^^^^  officers,  agents,  servants,  employees,  and 

attorneys,  or  those  in  active  concert  or  participating  with 
them,  and  who  shall,  by  personal  service  or  otherwise, 
have  received  actual  notice  of  the  same. 

DECI8I0N8. 

Lion  Troi^tor  Co,  v.  Bull  Tractor  Co.,  Circuit  Court  of  Appeals, 
February  12,  1916,  231  Fed.  156,  162. 

Davis  V.  Hay  den,  November  9,  1916,  288  Fed.  734. 

Stephens  v.  Ohio  Bta4e  Telephone  Co.,  February  14,  1917,  240 
Fed.  759,  765,  776. 

King  V.  Weiss  d  Lesh  Mfg,  Co.,  Circuit  Court  of  Appeals,  June 
11,  1920,  266  Fed.  257,  260. 

Sec.  20.  RESTRAINING  ORDERS  OR  INJUNCTIONS  BE- 
TWEEN AN  EMPLOYER  AND  EMPLOYEES,  EMPLOYERS 
AND  EMPLOYEES,  ETC,  INVOLVING  OR  GROWING  OUT 
OF  TERMS  OR  CONDITIONS  OF  EMPLOYMENT. 

Sec.  20.  That  no  restraining  order  or  injunction  shall 
be  granted  by  any  court  of  the  United  States,  or  a  judge 
or  the  judges  thereof,  in  any  case  between  an  employer 
and  employees,  or  between  employers  and  employees,  or 
between  employees,  or  between  persons  employed  and 
persons  Seeking  employment,  involving,  or  growing  out 
of,  a  dispute  conceFning  terms  or  conditions  of  employ- 
Kot  to  tnaement,  uulcss  necessary  to  prevent  irreparable  injury  to 
to  prevent  iirep-  property,  or  to  a  property  right,  of  the  party  makmg  the 

application,  for  which  injury  there  is  no  adequate  remedy 

n^H^oT^pro^^^  ^*^^'  ^^^  ^^^  property  or  property  right  must  be 
jj*5^^  ^*5*  described  with  particularity  in  the  application,  which 
narticuiarity.      must  be  in  Writing  and  sworn  to  by  the  applicant  or  by 

his  agent  or  attorney. 
m^^SIjSot'^*  ^^^  ^^  ^^^^  restraining  order  or  injunction  shall  pro- 
Jitfni'^^iSy^'Jdi  ^^^^^  ft^y  person  or  persons,  whether  singly  or  in  concert, 
ra^irnt^'r^So^ml^^^"^  terminating  any  relation  of  employment,  or  from 
"y"^*S^»c°e^u"^^*^^^^S  ^  perform  any  work  or  labor,  or  from  recom- 
mwm  so  to  A>.  mending,  advising,   or  persuading  others  by  peaceful 

means  so  to  do;  or  from  attending  at  any  place  where 
any  such  person  or  persons  may  lawfully  be,  for  the  pur- 
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pose  of  peacefully  obtaining  or  communicating  informa- 
tion, or  from  peacefully  persuading  any  person  to  work 
or  to  abstain  from  working;  or  from  ceasing  to  patronize 
or  to  employ  any  party  to  such  dispute,  or  from  recom- 
mending, advising,  or  persuading  others  by  peaceful  and 
lawful  means  so  to  do;  or  from  paying  or  giving  to,  or 
withholding  from,  any  person  engaged  in  such  dispute, 
any  strike  benefits  or  other  moneys  or  things  of  value; 
or  from  peaceably  assembling  in  a  lawful  manner,  and 
for  lawful  purposes;  or  from  doing  any  act  or  thing 
which  might  lawfully  be  done  in  the  absence  of  such  dis- 
pute by  any  party  thereto ;  nor  shall  any  of  the  acts  speci-  ^  ^  JiSSSlS 
fied  in  this  paragraph  be  considered  or  held  to  be  viola- ^*d*?iSti«oi 
tions  of  any  law  of  the  United  States.  uStJd  sutL**"* 

DBCISI0N8. 

Alaska  8.  8.  Co.  v.  International  Longshoremen' ^  Assn.,  Septem- 
ber 5.  1916,  236  Fed.  964,  970-972. 

8tephens  v.  Ohio  State  Telephone  Co.,  February  14,  1917,  240 
Fed.  7C0,  765,  769,  778. 

Duplex  l^nting  Co.  v.  Deering,  April  23. 1917,  247  Fed.  192, 196. 

Pa4fie  Lumber  Co.  v.  A'eaZ,  June  11, 1917,  244  U.  S.  459,  484,  485. 

Pugei  iSrbuffui  Traction^  Light  d  Power  Co.,  v.  Whitley,  July  25, 
1917,  243  Fed.  945-952. 

Kroger  Grocery  d  Baking  Co.  v.  Retail  Clerks'  J.  P.  Assn.,  March 
22,  1918,  260  Fed.  890,  892,  893. 

United  States  v.  Norris,  December  16, 1918,  255  Fed.  423,  424. 

Montgomery  v.  Pacific  Blectrio  Railtoay  Co.,  May  26,  1919,  Cir- 
cuit C!ourt  of  Appeals,  258  Fed.  382,  390. 

DaU  Overland  Co.  v.  Willys  Overland  Co.,  December  27,  1919, 
263  Fed.  171,  185,  186,  187. 

Vonnigut  Machinery  Co.  v.  Toledo  Machine  d  Tool  Co.,  February 
7, 1920,  263  Fed.  192,  197,  200-202. 

Kinloch  Telephone  Co.  v.  Local  Union  No.  «,  May  6,  1920,  265 
Fed.  312,  315-320. 

Langetiberg  Hat  Co.  v.  United  Cloth  Hat  d  Cap  Makers,  June 
11,  1920.  266  Fed.  127.  129. 

KiiHf  V.  Weiss  d  Lesh  Mfg.  Co.,  Circuit  Court  of  Appeals,  June 
11,  1920,  266  Fed.  257,  258,  260. 

Herket  d  Meisel  Trunk  Co.  v.  United  Leather  Workers  I.  U„ 
Novffinber  26,  1920,  268  Fed.  662,  667. 

Duplex  Press  Co.  v.  Deering,  January  8, 1921,  254  U.  S.  443,  469, 

471,  et  seq. 
Buyer  v.  Ouillan,  Circuit  Court  of  Appeals,  February  2,  1921, 

271  Fed.  65,  69. 

Birmingham  Trust  d  Savings  Co.  v.  Atlanta  B.  d  A.  Ry.  Co., 
March  26,  1921,  271  Fed.  743,  745. 
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Sec  21.  DISOBEDIENCE  OF  ANT  LAWFUL  WBIT» 
PROCESS,  ETC..  OF  ANY  UNITED  STATES  DISTRICT 
COURT,  OR  ANY  DISTRICT  OF  COLUMBIA  COURT. 

Seo.  21.  That  any  person  who  shall  willfully  disobey 

any  lawful  writ,  process,  order,  rule,  decree,  or  command 

of  any  district  court  of  the  United  States  or  any  court  of 

the  District  of  Columbia  by  doing  any  act  or  thing 

therein,  or  thereby  forbidden  to  be  done  by  him,  if  the 

a  "wimiMT  *S  *^  ^^  thing  so  done  by  him  be  of  such  character  as  to  con- 

of"un?t?d*'stIS  stitute  also  a  criminal  offense  under  any  statute  of  the 

whidf co^*ftt«C  United  States,  or  under  the  laws  of  any  State  in  which 

£33  ac^nrt  u  tl^®  *^^  w^s  committed,  shall  be  proceeded  against  for  his 

SSed!*"*'   ^^  s*i^  contempt  as  hereinafter  provided. 

DECISIONS. 

Cout9  y.  United  States,  Circuit  Court  of  Appeals,  March  4, 1918, 
249  Fed.  595,  5G7. 

Swepston  v.  United  States,  Circuit  Court  of  Appeals,  May  7, 
1918,  251  Fed.  205,  210. 

Sec.  22.  RULE  TO  SHOW  CAUSE  OR  ARREST.  TRIAL. 
PENALTIES. 

Sec.  22.  That  whenever  it  shall  be  made  to  appear  to 
any  district  court  or  judge  thereof,  or  to  any  judge 
therein  sitting,  by  the  return  of  a  proper  officer  on  lawful 
process,  or  upon  the  affidavit  of  some  credible  person,  or 
by  information  filed  by  any  district  attorney,  that  there 
is  reasonable  ground  to  believe  that  any  person  has  been 
Court  or  jud«e  guilty  of  such  coutcmpt,  the  court  or  judge  thereof,  or 

m»y  issue  rule  to  °         y  ...  ,  . 

■how  <^^>^j|^^  any  judge  therein  sitting,  may  issue  a  rule  requiring  the 
•houid  not  be  said  Dcrson  so  charged  to  show  cause  upon  a  day  certain 
^^  why  ne  should  not  be  punished  therefor,  which  rule,  to- 

gether with  a  copy  of  the  affidavit  or  information,  shall 
be  served  upon  the  person  charged,  with  sufficient  prompt- 
ness to  enable  him  to  prepare  for  and  make  return  to  the 
order  at  the  time  fixed  therein.    If  upon  or  by  such  re- 

coStS  t  notlS?  *^^^i  ^^  ^^®  judgment  of  the  court,  the  alleged  contempt 
g«*««Jg^i»>nf«dbe  not  sufficiently  purged,  a  trial  shall  be  directed  at  a 

time  and  place  fixed  by  the  court:  Provided^  however^ 
PaUure  of  ntt-  That  if  the  accused,  being  a  natural  person,  fail  or  refuse 

ural    penoB   to  ?  o  x-  7 

make  retura  At-  to  make  rctum  to  the  rule  to  show  cause,  an  attachment 

tadunent  against  ' 

person.  inay  issue  agamst  his  person  to  compel  an  answer,  and  in 

case  of  his  continued  failure  or  refusal,  or  if  for  any 
reason  it  be  impracticable  to  dispose  of  the  matter  on  the 
return  day,  he  may  be  required  to  give  reasonable  bail 
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for  his  attendance  at  the  trial  and  his  submission  to  the 

final  judgment  of  the  court.    Where  the  accused  is  a  body  ^g,  ^taoh!!!^ 

corporate,  an  attachment  for  the  sequestration  of  itsjj'i^^^'jjty^" 

property  may  be  issued  upon  like  refusal  or  failure  to 

answer. 

In  all  cases  within  the  purview  of  this  Act  such  trial  j^y'^^rt'orT  up! 
may  be  by  the  court,  or,  upon  demand  of  the  accused,  by^j^^rbjlmyf^ 
a  jury;  in  which  latter  event  the  court  may  impanel  a 
jury  from  the  jurors  then  in  attendance,  or  the  court  or 
the  judge  thereof  in  chambers  may  cause  a  sufficient  num- 
ber of  jurors  to  be  selected  and  summoned,  as  provided  by 
law,  to  attend  at  the  time  and  place  of  trial,  at  which  time 
a  jury  shall  be  selected  and  impaneled  as  upon  a  trial  for^^^*^  %mM^ 
misdeameanor ;  and  such  trial  shall  conform,  as  near  as|j,,2^t^b?iB! 
may  be,  to  the  practice  in  criminal  cases  prosecuted  by^gSSttoi."^'* 
indictment  or  upon  information. 

If  the  accused  be  found  guilty,  judgment  shall  be  en- 
tered accordingly,  prescribing  the  punishment,  either  by  or^S^mawt! 
fine  or  imprisonment,  or  both,  in  the  discretion  of  the**'^*^ 
court.    Such  fine  shall  be  paid  to  the  United  States  or  to  jjEj^  ^^  Jj 


the  complainant  or  other  party  injured  by  the  act  con-  SSJ?^*{S!rtJ  in- 
stituting the  contempt,  or  may,  where  more  than  one  is  so  J"  Ved  Jatu^ 


United  States  or 
nt 

If    AC- 

natural 

damaged,  be  divided  or  apportioned  among  them  as  ^begJj^J^J^^^^JJ 
court  may  direct,  but  in  no  case  shall  the  fine  to  be  paid  *®  ^^^^  ii.ooo. 
to  the  United  States  exceed,  in  case  the  accused  is  a 
natural  person,  the  sum  of  $1,000,  nor  shall  such  impris- 
onment exceed  the  term  of  six  months :  Provided^  That  in 
any  case  the  court  or  a  judge  thereof  may,  for  good  cause    court  or  fadg9 
shown,  by  affidavit  or  proof  taken  in  open  court  or  before  wf^  mie  an/ 1^ 
such  judge  and  filed  with  the  papers  in  the  case,  dispense  for  arrest, 
with  the  rule  to  show  cause,  and  may  issue  an  attachment 
for  the  arrest  of  the  person  charged  with  contempt;  in 
which  event  such  person,  when  arrested,  shall  be  brought  j^^^<j«"«^  ^^ 
before  such  court  or  a  judge  thereof  without  unnecessary  in?*,diS53*^ 
delay  and  shall  be  admitted  to  bail  in  a  reasonable  penalty  |»»**^-  t£lSti 
for  his  appearance  to  answer  to  the  charge  or  for  trial  for  ^StianJ!  "^* 
the  contempt;  and  thereafter  the  proceedings  shall  be  the 
same  as  provided  herein  in  case  the  rule  had  issued  in  the 
first  instance. 

DECISIONS. 

Jn  re  Herman,  March  22^  1915,  225  Fed.  1000,  1008. 

8tep?ien8  v.  Ohio  State  Telephone,  February  14,  1917,  240  Fed. 
769,  764. 

Coutt  y.  United  Statei,  Circuit  Court  of  Appeals,  March  4» 
1918,  249  Fed.  595-7. 


586  ACTS  ADMINISTBKED  BY  OOMMISSIOK. 

Sec.  22.  RULE  TO  SHOW  CAUSE  OB  ARREST.    TRIAL. 

PENALTIES— Oontinued. 

DECISIONS — continued. 

Swep$t(m  V.  United  Biaies,  Circuit  Court  of  Appeals,  May  7, 
1918,  251  Fed.  205,  210. 

Toledo  Newspaper  Co,  v.  United  States,  June  10,  1918,  247  U.  S. 
402,  423. 

Toshet  v.  West  Kentucky  Coal  Co,,  Circuit  Court  of  Appeals, 
June  14, 1018,  252  Fed.  44,  45. 

Jennings  v.  United  States,  Circuit  Court  of  Appeals,  Feb.  17, 
1920,  264  Fed.  899,  405. 

Sec.  23.  EVIDENCE.    APPEALS. 

be^r«^ed"b7     Sec.  23.  That  the  evidence  taken  upon  the  trial  of  any 
wii  of  exceptions,  p^j^g^^g  g^  accuscd  may  be  preserved  by  bill  of  exceptions, 

▼ie"JSS{?*"upon^^^  *^y  judgment  of  conviction  may  be  reviewed  upon 
writ  of  er«>r.     ^^jt  of  crroF  in  all  respects  as  now  provided  by  law  in 

criminal  cases,  and  may  be  affirmed,  reversed,  or  modified 
Granting  of  as  justicc  may  require.    Upon  the  granting  of  such  writ 
cntion,  ud        of  error,  execution  of  judgment  shall  be  stayed,  and  the 
AccuMd  to  be  accused,  if  thereby  sentenced  to  imprisonment,  shall  be 
admitted  to  bail  in  such  reasonable  sum  as  may  be  re- 
quired by  the  court,  or  by  any  justice,  or  any  judge  of 
any  district  court  of  the  United  States  or  any  court  of 
the  District  of  Columbia. 

Sec.  24.  CASES  OF  CONTEMPT  NOT  SPECIFICALLY  EM- 
BRACED IN  SEC.  21  NOT  AFFECTED. 

Sec.  24.  That  nothing  herein  contained  shall  be  con- 
^ctommittaj^ngtrued  to  relate  to  contempts  committed  in  the  presence 
of  court,  or  of  the  court,  or  so  near  thereto  as  to  obstruct  the  adminis- 
of^V]?***'*u^^''*^^^^^  ^^  justice,  nor  to  contempts  committed  in  dis- 
iL'^auiror^acSon^''^^^^^^®  ^^  ^^^  lawful  Writ,  procoss.  Order,  rule,  decree, 
of  United  statoi'  ^^  commaud  entered  in  any  suit  or  action  brought  or 

prosecuted  in  the  name  of,  or  on  behalf  of,  the  United 

And  ottier^cMee  States,  but  the  Same,  and  all  other  cases  of  contempt  not 

Punished'  in  Specifically  embraced  within  section  twenty  >one  of  this 

virmiung  uaavei  Act,  may  be  puuished  in  conformity  to  the  usages  at  law 

tquityr  "and  in  equity  now  prevailing. 

DECISIONS. 

Couts  y.  United  States,  Circuit  Court  of  Appeals,  March  4, 1918, 
249  Fed.  595-597. 

Svoepston  v.  United  States,  Circuit  Court  of  Appeals,  May  7, 
1918,  251  Fed.  205.  210. 

Toledo  Newspaper  Co.  v.  United  States,  June  10,  1918,  247  U.  S. 
402,  423. 

U.  S.  V.  Cohen,  October  28,  1920,  268  Fed.  420,  425. 
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Sec  25.  PROCEEDINGS  FOR  CONTEMPT.    LIMITATIONS. 

• 

Sec.  25.  That  no  proceeding  for  contempt  shall  be  in- 
stituted against  any  person  unless  begun  within  one  year    ifust  be  losti. 
from  the  date  of  the  act  complained  of;  nor  shsdl  any  year, 
such  proceeding  be  a  bar  to  any  criminal  prosecution  for    Not  a  bar  to 

criminal  nma^raia 

the  same  act  or  acts ;  but  nothing  herein  contained  shall  tion. 
affect  any  proceedings  in  contempt  pending  at  the  time    Pending  pro- 
of the  passage  of  this  Act.  fected. 

Sec  26.  INVALIDITY  OF  ANY  CLAUSE,  SENTENCE,  ETC, 
NOT  TO  IMPAIR  REMAINDER  OF  ACT. 

Sec.  26.  If  any  clause,  sentence,  paragraph,  or  part  of 
this  Act  shall,  for  any  reason,  be  adjudged  by  any  court 
of  competent  jurisdiction  to  be  invalid,  such  judgment 
shall  not  affect,  impair,  or  invalidate  the  remainder 
thereof,  but  shall  be  confined  in  its  operation  to  the  clause,  J^t  to  be  eon- 
sentence,  paragraph,  or  part  thereof  directly  involved  in  •f°^°<«'  «*«••  d*- 
the  controversy  in  which  such  judgment  shall  have  been 
rendered. 

Approved,  October  16,  1914. 

ANNOTATIONS  TO  ACT  AS  A  WHOLE. 

RESILE  PRICE  MAIKTENAKCE «  123.  No     change     has     been 

See  also  onfc,  pars.  4-15.  wrought    in    the    law    of    con- 

121.  Nothing  found  in  either  ^P^^^^  ""^  applicable  to  the  case 
the  Clayton  or  Federal  Trade  ^j^  question,  ^mor  ^'   Vniied 

Commission  Acts  validates  price    ^'«'^*'  ^^^^^^  ^^^  ^^  ^PP^^^*- 

^4-^S^^^  K«       L  A^^  J^  ^    June  4,  1919,  260  Fed.  661.  563. 
restrictions  by  a  vendor  on  re-       ^«     '.   .  ,    ,        J 

Bale  of  property  sold  absolutely  ^  ^^-  ^'^'  »«  \  '^^°^^'  '«^«"«* 

by   Wm.     Ford   Motor   Co.    v.  to.  In  a  more  or  less  general  way. 

VnUm  Motor  Sales  Co.,  August  '"CidentaUy.   or   in   passing    In 

1.   1917.   Circuit  Court   of  Ap-  ^"*'ff,f**'l!*/- **"*!'?•  ^ 

pUls.  244  Fed.  166. 160.  fj  ^^l'^/  ^.^f-'"^' J^'' 

Linde  Air  Products  Co,  v.  Morse 

U  GEKSRiL.  Dry  Dock  d  Repair  Co.,  March 

122.  Judgments  of  Federal  1,  1917,  239  Fed.  909,  927; 
courts  in  determining  questions  Standard  Fashion  Co,  v.  Ma- 
under Act,  independent  of  de-  grane  Houston  Co.,  Circuit 
cisions  of  State  courts.  Skaggs  Court  of  Appeals,  June  28,  1918, 
et  al.  V.  Kansas  City  Terminal  251  Fed.  559;  United  States  v. 
Ry.  Co.  et  ah,  May  12,  1916,  233  Colgate  d  Co.,  October  29,  1918, 
Fed.  827;  General  Investment  253  Fed.  522,  525,  527;  and 
Co.  ▼.  Lake  Shore  Jf.  8.  Ry.  Co.,  Sears,  Roehuek  d  Co.  y.  Federal 
Circuit  Court  of  Appeals,  De-  Trade  Comm<<«ion,  Circuit  Court 
cember  8,  1920,  269  Fed.  235,  of  Appeals,  AprU  29,  1919,  258 
237.  238.                                       .  Fed.  307,  311. 


*>  Bee  also  In  this  general  connection  cases,  among  others,  of  Straus  ▼. 
Victor  Talking  Machine  Co.,  Apr.  9,  1917,  248  U.  B.  400,  and  Boston  Btors 
▼.  American  Graphophone  Co.,  If  ar.  4,  1918,  246  U.  8.  8,  and  ante,  anno- 
tations to  Federal  Trade  Commission  Act,  pars.  83-00,  pp.  480-482. 
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WEBB  ACT.»» 

[Approved  Apr.  10,  1918.] 

[Public — No.  126 — 65th  Congress.] 

[H.  R.  2316.] 

AN  ACT  To  promote  export  trade,  and  for  other  parposes. 

Sec.  1.  DEFINITIONS. 

Be  it '"enacted  by  the  SeruUe  and  House  of  Bepresenta- 
fives  of  the  United  States  of  America  in  Congress  as- 
•'Export  trade."  scmhled^  That  the  words  "  export  trade  "  wherever  used  in 
this  Act  mean  solely  trade  or  commerce  in  goods,  wares, 
or  merchandise  exported,  or  in  the  course  of  being  ex- 
ported from  the  United  States  or  any  Territory  thereof 
to  any  foreign  nation ;  but  the  words  "  export  trade  "  shall 
not  be  deemed  to  include  the  production,  manufacture,  or 
selling  for  consumption  or  for  resale,  within  the  United 
States  or  any  Territory  thereof,  of  such  goods,  wares,  or 
merchandise,  or  any  act  in  the  course  of  such  production, 
manufacture,  or  selling  for  consumption  or,  for  resale. 
,"T«d« within     That  the  words  "trade  within  the  United  States" 

theUnited 

States"  wherever  used  in  this  Act  mean  trade  or  commerce  among 

the  several  States  or  in  any  Territory  of  the  United 
States,  or  in  the  District  of  Columbia,  or  between  any 
such  Territory  and  another,  or  between  any  such  Terri- 
tory or  Territories  and  any  State  or  States  or  the  District 
of  Columbia,  or  between  the  District  of  Columbia  and  any 
State  or  States. 

That  the  word  "Association"  wherever  used  in  this 
Act  means  any  corporation  or  combination,  by  contract 
or  otherwise,  of  two  or  more  persons,  partnerships,  or 
corporations. 

•«TBi]»E  wrrHiH  THE  UHITED  Commission    Act,    pars.    39-43 

STATES.'*  ^pp  4g2,  463),  and  annotations 

On  Interstate  commerce,  see  to  Clayton  Act,  pars.  47-51  (pp. 

annotations   to    Federal   Trade  497-409) : 

Sec  2.  ASSOCIATION  FOR  OR  AGREEMENT  OR  ACT 
MADE  OR  DONE  IN  COURSE  OF  EXPORT  TRADE— STATUS 
UNDER  SHERMAN  ANTITRUST  LAW. 

Aiwdation  not     Seo.  2.  That  nothing  contained  in  the  Act  entitled  "  An 
lied  for  and  en-  Act  to  protcct  trade  and  commerce  against  unlawful  re- 

saged   in   export  ,  ,  _. 

&ade  loieiy.      straiuts  and  monopolies,"  approved  July  second,  eighteen 


■*The  Reports  have  heen  checked  for  annotations  through  278  Fed. 
768  (Part  8,  Advance  Sheets,  issued  as  of  Sept.  1,  1921),  and  41  Sup.  Ct. 
625,  which  disposes  of  all  cases  decided  at  the  October  term,  1920  (last 
decisions  handed  down  on  June  6,  1921). 
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hundred  and  ninety,*^  riiall  be  construed  as  declaring  to 

be  illegal  an  association  entered  into  for  the  sole  purpose 

of  engaging  in  export  trade  and  actually  engaged  solely  in 

such  export  trade,  or  an  agreement  made  or  act  done  in  no? ^•ct^'if^uot 

the  course  of  export  trade  by  such  association,  provided  {^de"^i?h?n  tSl 

such  association,  agreement,  or  act  is  not  in  restraint  of  uj»ited  states, « 

'     o  7  OX  toe  export 

trade  within  the  United  States,  and  is  not  in  restraint  of  ^JJ^j^**'  ^Ja- 
the  export  trade  of  any  domestic  competitor  of  such  as-  ***'»  *°^ 
sociation:  And  provided  fv/rther^  That  such  association 
does  not,  either  in  the  United  States  or  elsewhere,  enter  tii'iTd'^o^ilJt 
into  any  agreement,  understanding,  or  conspiracy,  or  do  If^^'S^^  '£. 
any  act  which  artificially  or  intentionally  enhances  or  de-  JS^  of,  o^lSb- 
presses  prices  within  the  United  States  of  commodities  JSSjIStW*"©" 
of  the  class  exported  by  such  association,  or  which  sub-  J^^ditlw  *  !5 
stantially  lessens  competition  within  the  United  States  *'^*"  «port«>- 
or  otherwise  restrains  trade  therein. 

Sec,  3.  ACQUISITION  BY  EXPORT  TRADE  CORPORATION 
OF  STOCK  OR  CAPITAL  OF  OTHER  CORPORATION. 

Sec.  8.  That  nothing  contained  in  section  seven  of  the 
Act  entitled  ^^  An  Act  to  supplement  existing  laws  against 
unlawful  restraints  and  monopolies,  and  for  other  pur- 
poses,"  approved  October  fifteenth,  nineteen  hundred 
and  fourteen,'^  shall  be  construed  to  forbid  the  acquisi-    Lawful   under 
tion  or  ownership  by  any  corporation  of  the  whole  or  any  le^^^t  may"be 
part  of  the  stock  or  other  capital  of  any  corporation  ^  'mlbrtiinuaiiy 
organized  solely  for  the  purpose  of  engaging  in  export  ^  hT^'Tfnited 
trade,  and  actually  engaged  solely  in  such  export  trade,  ^**'*** 
unless  the  effect  of  such  acquisition  or  ownership  may  be 
to   restrain   trade  or   substantially   lessen    competition 
within  the  United  States. 

See.  4.  FEDERAL  TRADE  COMMISSION  ACT  EXTENDED 
TO  EXPORT  TRADE  COMPETITORS. 

Sbc.  4.  That  the  prohibition  against  ^^  unfair  methods 
of  competition  "  and  the  remedies  provided  for  enforcing 
said  prohibition  contained  in  the  Act  entitled  ''An  Act  to 
create  a  Federal  Trade  Conmiission,  to  define  its  powers 
and  duties,  and  for  other  purposes,"  approved  September 
twenty-sixth,  nineteen  hundred  and  fourteen,'^  shall  be 
construed  as  extending  to  unfair  methods  of  competition 

*^  For  text  of  Sherman  Act,  see  footnote  on  i>p.  48a-48S. 

*•  See  mUe,  p.  616. 

■*  Bee  Qmt9,  p.  489  et  seq. 
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Sec.  4.  FEDERAL  TRADE  COMMISSION  ACT  EX- 
TENDED TO  EXPORT  TRADE  COMPETITORS— Continued. 

used  in  export  trade  against  competitors  engaged  in  ex- 
■eu^iVr^^fdPort  trade,  even  though  the  acts  constituting  such  unfair 
ittori5**^u?i«dte' naethods  are  done  without  the  territorial  jurisdiction  of 
stoti"'  ""***^the  United  States. 

Sec.  5.  OBLIGATIONS  OF  EXPORT  TRADE  ASSOCLA- 
TIONS  UNDER  THIS  ACT.  PENALTIES  FOR  FAILURE  TO 
COMPLY.    DUTIES  AND  POWERS  OF  COMMISSION. 

Export  trade     Sec.  6.  That  evcrv  association  now  engaged  solely  in 

aaaociatloni   or  "^  - 

^TStemertwiS^^^P^     trade,  within  sixty  days  after  the  passage  of  this 
Jfw**'*!   Trade  Act,  and  everv  association  entered  into  hereafter  which 

OommisBionsbow-  i  j  ... 

inar  location  ^M  engages  solely  in  export  trade,  within  thirty  days  after 
addra«a  of'offl-  its  crcatiou,  shall  file  with  the  Federal  Trade  Commis- 

c  e  r  B ,  etc,  and    .  .  /.     -i  .  •  *        i       i       i 

aiM  articles  of  siou  a  Verified  written  statement  setting  forth  the  loca- 

incorporation    or.  -.«»  i  tii*  ii 

contract  of  aaso-  tion  of  its  offices  or  places  of  business  and  the  names  and 

elation,  etc.  *■ 

addresses  of  all  its  officers  and  of  all  its  stockholders  or 
members,  and  if  a  corporation,  a  copy  of  i^s  certificate 
or  articles  of  incorporation  and  by-laws,  and  if  un- 
incorporated, a  copy  of  its  articles  or  contract  of 
association,  and  on  the  first  day  of  January  of  each 
year  thereafter  it  shall  make  a  like  statement  of  the 
location  of  its  offices  or  places  of  business  and  the  names 
and  addresses  of  all  its  officers  and  of  all  its  stockholders 
or  members  and  of  all  amendments  to  and  changes  in  its 
articles  or  certificate  of  incorporation  or  in  its  articles  or 
To  furnith  aiao  contract  of  associatiou.    It  shall  also  furnish  to  the  com- 

Information  aa  to       ,      , 

orraniaa tion,  mission  such  information  as  the  commission  may  require 
'•"^■^'  •'^      as  to  its  organization,  business,  conduct,  practiL,  man- 

agement,  and  relation  to  other  associations,  corporations, 
partnerships,  and  individuals.    Any  association  which 

of  bllSeat*of  wtS  s^^ll  f^il  so  to  do  shall  not  have  the  benefit  of  the  pro- 
t  and  8,  and  fine,  yisions  of  scctiou  two  and  scctiou  three  of  this  Act,  and 

it  shall  also  forfeit  to  the  United  States  the  sum  of  $100 
for  each  and  every  day  of  the  continuance  of  such  failure, 
which  forfeiture  shall  be  payable  into  the  Treasury  of  the 
United  States,  and  shall  be  recoverable  in  a  civil  suit  in 
the  name  of  the  United  States  brought  in  the  district 
where  the  association  has  its  principal  office,  or  in  any 
ne?8  to*pro««jute  ^^^^^^^*'  ^^  which  it  shall  do  business.  It  shall  be  the 
torfeitw^*'^  **'  duty  of  the  various  district  attorneys,  under  the  direction 

of  the  Attorney  General  of  the  United  States,  to  prose- 
cute for  the  recovery  of  the  forfeiture.    The  costs  and 
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expenses  of  such  prosecution  shall  be  paid  out  of  the  ap- 
propriation for  the  expenses  of  the  courts  of  the  United 
States. 
Whenever  the  Federal  Trade  Commission  shall  have    Pedeni  Trtd* 

.       I     1.  .,      .  ...  .  CommiBsion   to 

reason  to  believe  that  an  association  or  any  agreement  in veitigate  r«- 
made  or  act  done  by  such  association  is  in  restraint  of.artiflciaiorinten- 
trade  within  the  United  States  or  in  restraint  of  the  ex-  ment  or  depres- 
port  trade  of  any  domestic  competitor  of  such  association,  SiiStantfai^^eMl 
or  that  an  association  either  in  the  United  States  or  else-  tition  by  ^St 
where  has  entered  into  any  agreement,  understanding,  or    "" 
conspiracy,  or'  done  any  act  which  artificially  or  inten- 
tionally enhances  or  depresses  prices  within  the  United 
States  of  commodities  of  the  class  exported  by  such  asso- 
ciation, or  which  substantially  lessens  competition  within 
the  United  States  or  otherwise  restrains  trade  therein,  it 
shall  summon  such  association,  its  officers,  and  agents  to 
appear  before  it,  and  thereafter  conduct  an  investigation 
into  the  alleged  violations  of  law.    Upon  investigation,    Miy  reeom- 
if  it  shall  conclude  that  the  law  has  been  violated,  it  may  ment  in  cue  of 
make  to  such  association  rexsommendations  for  the  read- 
justment of  its  business,  in  order  that  it  may  thereafter 
maintain  its  organization  and  mangement  and  conduct  its 
business  in  accordance  with  law.    If  such  association  fails .  To  refer  find. 
to  comply  with  the  recommendations  of  the  Federal  Trade mendationB  to 
Commission,  said  commission  shall  refer  its  findings  and^uBociationfaiu 
recommendations  to  the  Attorney  General  of  the  United  recommendation. 
States  for  such  action  thereon  as  he  may  deem  proper. 

For  the  purpose  of  enforcing  these  provisions  the  Fed-    oommi«iion 
cral  Trade  Commission  shall  have  all  the  powers,  so  far  ew  as  under  FeS- 
as  applicable,  given  it  in  "An  Act  to  create  a  Federal miwion  Act  » 
Trade  Commission,  to  define  its  powers  and  duties,  and 
for  other  purposes,"  •• 

Approved,  April  10,  1918. 

IN  GENERAL. 

Act  referred  to  in  opinion  in  elding  snit  to  dissolve  United 

Vnited  States  v.  United  States  States  Steel  Cori>orfltion  as  in- 

Steel  Corporation^  March  1, 1920.  volved  in  an  Inconsistency  in  the 

261  U.  S.  417,  453,  64  L.  Ed.  343,  decree  proposed  by  the  Govern- 

854,  40  Sup.  Gt.  293,  900,  in  de-  ment  in  said  suit 

*"  See  tmie,  p.  489  et  aeq. 


Appendix  II, 

DECISIONS  OF  THE  COURTS  ON  PETITIONS  TO 
ENFORCE  OR  REVIEW  THE  ORDERS  OF  THE 
COMMISSION  OR  TO  ENJOIN  IT  FROM  PRO- 
CEEDING.^ 


UNITED  STATES  v.  BASIC  PRODUCTS  CO. 
(District  Court,  W,  D.  Pennsylvania,    September  9, 1919. ) 

No.  2214. 

1.  United  States  Key   No.  97 — Can  Not  Appropriate  Patent 

Without  Compensation. 

There  is  no  reservation  in  the  patent  laws  of  right  In  the 
tJnited  States  as  against  the  inventor,  and  It  can  not  appro- 
priate or  nse  the  invention  without  just  compensation  in  any 
different  way  than  it  can  appropriate  or  use  any  other  article 
owned  by  a  private  citizen. 

2.  Commerce  Key  No.  48 — Federal  Trade  Commission  Created 

Under  Power  to  Regulate  Interstate  and  Foreign  Com- 
merce. 

The  Federal  Trade  Commission  Act  (Comp.  St.,  pars.  8836a- 
8836k)  was  enacted  by  Congress  In  the  exercise  of  its  constitu- 
tional power  to  regulate  interstate  and  foreign  commerce. 


>  With  tho  exception  of  two  cases,  the  period  covered  is  from  Jaly  1 
1920,  to  June  30,  1921.  The  two  exceptions  referred  to  are  the  case  of 
the  Basic  Products  Co.  and  the  case  of  the  Ifaynard  Coal  Co.  (see  p.  656, 
infra,  for  latter  case),  printed  in  full  at  this  time  as  a  matter  of  conven- 
ience because  not  heretofore  so  included  in  the  Commission's  Reports. 
Decisions  on  petitions  to  review  handed  down  before  the  period  above 
referred  to  will  be  found  In  Appendix  II  of  Vol.  II  ef  the  Commission's 
decisions. 

Cases  in  which  Injunctions  have  been  sought  to  restrain  the  Commis- 
sion from  proceeding  under  sec.  6  or  In  which  it  has  been  sought  to 
defeat  such  a  proceeding  by  appealing  for  a  writ  of  certiorari  to  review 
the  action  of  the  Commission  In  denying  motions  to  dismiss  the  pro- 
ceeding for  lack  of  Jurisdiction,  as  of  this  writing  (Oct.  16,  1921)  are 
as  follows:  By  injunction — Federal  Trade  Commission  v.  Nulomoline  Co., 
in  which  the  Circuit  Court  of  Appeals  for  the  Second  Circuit  on  August 
16,  1918,  refused  to  interfere  with  the  Commission's  taking  testimony,  on 
the  ground  that  the  Commission's  order  requiring  the  same  was  interlocu- 
tory (memorandum  opinion  in  264  Fed.  988)  ;  T.  C.  Hurst  ft  Son  v. 
Federal  Trade  Commission,  decided  August  2, 1920,  In  the  District  Court  for 
the  Eastern  District  ef  Virginia  (268  Fed.  874;  see  p.  666,  infra), 
and  Butterick  Co.  et  al.  v.  Federal  Trade  Commission,  In  which  the  bills 
of  tour  respondents  in  a  proceeding  before  the  Commission  (Dock.  694)  td 
enjoin  the  Commission  from  proceeding  under  sec.  6  were  dismissed  by 
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8.  Ck)KMERCE  Key  No.  57 — ^Tradb-Mabks  and  Tbadb  Names  Key 
No.  8(Hi  New,  Vol.  8a  Key  No.  Sbbies — ^Powers  or  Federal 
Tbade  Commission  Where  Interstate  Commerce  or  Unt-aib 
Trade  Are  Not  Involved. 

The  Federal  Trade  Commission  held  without  power  to  de- 
mand access  to  the  books  and  papers  of  a  corporation  which 
manufactured  a  patent  article  by  secret  process,  not  alleged  to 
be  engaged  In  interstate  or  foreign  commerce,  nor  charged  with 
unfair  competition,  for  the  purpose  of  obtaining  Information 
for  the  Navy  Department  as  to  the  cost  of  manufacture,  annual 
production,  capital  invested,  etc. 

4.  Mandamus  Key  No.  10 — ^Right  to  Demand  and  Duty  to  Per- 
form Necessary. 

Mandamus  issues  where,  and  only  where,  there  is  a  right  to 
demand,  and  a  corresponding  duty  to  perform,  the  act  required. 

(The  syllabus  is  taken  from  260  Fed.  472.) 

At  Law.  Mandamus  by  the  United  States  against  the 
Basic  Products  Co.    On  demurrer  to  answer.    Overruled. 

R.  L.  Crawford,  United  States  district  attorney,  of 
Pittsburgh,  Pa. 

Reed,  Smith,  Shaw  &  Beal,  of  Pittsburgh,  Pa.,  for  de- 
fendant 

Orr,  District  Judge: 

To  a  petition  filed  by  the  Attorney  General  of  the 
United  States,  at  the  request  of  the  Federal  Trade  Com- 
mission, for  a  writ  of  mandamus  upon  the  Basic  Products 

Co.,  the  latter  has  made  answer  at  considerable  length. 

the  Supreme  Court  of  the  District  of  Columbia  on  August  12,  1921  (no 
opinion),  and  In  which  cane  an  appeal  has  been  taken  to  the  Court  of 
Appeals  of  the  District.  On  writ  of  certiorari — ^Minneapolis  Chamber  of 
Commerce  et  al.  v.  Federal  Trade  Commission,  in  which  respondents  in  a 
proceeding  before  the  Commission  (Dock.  094)  appealed  to  the  Court  of 
Appeals  of  the  Eighth  Circuit  for  writ  of  certiorari  to  review  the  Com- 
mission's action  In  denying  motions  to  dismiss  based  on  lack  of  Jurisdic- 
tion, and  which  is  pending  in  that  court. 

Cases  In  which  injunctions  have  been  sought  to  restrain  the  Com- 
mission from  enforcing  compliance  with  requests  made  under  sec.  6  of 
the  Federal  Trade  Commission  Act,  or  in  which  mandamus  proceedings 
hare  been  instituted  at  the  request  of  the  Commission  to  enforce  com- 
pliance with  a  request  made  under  said  section,  are  as  follows:-  Injunc- 
tions— Maynard  Coal  Co.  v.  Federal  Trade  Commission,  in  which  the 
Supreme  Court  of  the  District  of  Columbia  on  April  19,  1920,  granted  a 
preliminary  injunction  (see  p.  555,  <ti/ra),  now  awHltlng  trial,  and 
Claire  Furnace  Co.  et  al.  v.  Federal  Trade  Commission,  In  which  the 
same  court  on  June  19,  1920,  likewise  granted  a  preliminary  injunction 
(no  opinion)  and  which  is  likewise  awaiting  trial.  Mandamus  proceed- 
ings— United  States  v.  Bethlehem  Steel  Co.,  petition  filed  June  4,  1920, 
in'  the  District  Court  for  the  Eastern  District  of  Pennsylvania,  and 
United  States  v.  Republic  Iron  and  Steel  Co.,  petition  filed  June  7,  1920,  In 
the  District  Court  for  the  District  of  New  Jersey,  proceedings  In  both  of 
which  cases  were  stayed  by  the  Injunction  secured  in  the  Claire  Furnace 
case,  in  which  the  two  defendants  in  the  mandamus  proceedings  were 
amo8g  the  petitioners,  and  which  proceedings  consequently  await  decisioii 
of  that  casa. 


544  imcisioNd  of  the  courts. 

To  that  answer  the  plaintiff  has  demurred:    It  is  upon  the 
demurrer  that  this  case  is  now  before  the  court. 

While  all  the  material  averments  of  the  answer,  which 
are  well  pleaded,  must  be  taken  as  true,  yet  the  im- 
portant questions  in  the  case  can  not  be  clearly  outlined 
without  reference  to  the  petition  as  well,  and  without  a 
statement  of  the  particular  grounds  upon  which  the  de- 
murrer is  based.  The  court  therefore  sets  forth  the  sub- 
stance of  the  pleadings,  with  quotations  from  the  same, 
and  with  the  use  of  italics  where  deemed  proper  for  spe- 
cial emphasis. 

With  respect  to  the  petition,  it  is  to  be  noticed : 

That  there  is  no  averment  of  any  facts  which  show  that 
the  defendant  is  engaged  in  interstate  commerce.  The 
recital  in  the  resolution  of  the  Federal  Trade  Commis- 
sion, which  is  hereinafter  set  forth,  is  not  such  averment. 

The  petition  sets  forth  that  on  the  8th  day  of  March, 
1917,  the  Federal  Trade  Commission  passed  a  resolution, 
and  on  the  11th  of  March  following  caused  notice  thereoi 
and  its  demand  in  pursuance  thereof  to  be  served  on  the 
defendant,  which  notice  and  demand  are  both  set  forth 
at  length  in  the  petition.  They  are  embodied  in  one 
paper  duly  executed  by  the  Federal  Trade  Commission. 
The  part  of  said  paper  which  contains  the  notice  recites 
the  date  of  the  passage  of  the  resolution  as  aforesaid, 
that  it  was  passed  at  a  regular  session  of  said  Commis- 
sion, and  contains  the  resolution  itself,  which  is  as  fol- 
lows: 

Resolved,  That  pursuant  to  the  provisions  of  subdivisicm  (o) 
of  section  6  of  the  act  of  Congress  entitled  "An  act  to  create  a 
Federal  Trade  CommissloD,  to  define  its  powers  and  duties,  and 
for  other  purposes/'  approved  September  26,  1914,  the  Commis- 
sion proceed  forthwith  to  gather  and  compile  infonnation  con- 
cerning, and  investigate  the  organization,  business,  conduct,  prac- 
tices, and  management  of  the  Basic  Products  Co.,  a  corporation 
engaged  in  interstate  commerce,  and  the  relation  of  said  Basic 
Products  Co.  to  other  corporations,  individuals,  associations,  and 
partnerships :  And  be  it  further 

Resolved,  That  pursuant  to  the  provisions  of  section  9  of  said 
act  of  September  26,  1914,  L.  W.  Plowman  and  H.  L.  Maxey  are 
hereby  designated  as  duly  authorized  agents  of  the  Federal  Trade 
Commission  to  examine  and  copy  any  and  aU  documentaiy  evi- 
dence of  whatsoever  character  concerning  the  organization,  busi- 
ness, conduct,  practices,  and  management  cf  said  Basic  Products 
Co.,  and  its  relation  to  other  corporations,  individuals,  associa- 
tions, and  partnerships :  And  be  it  further 

Resolved,  That  a  copy  of  this  resolution  be  served  on  the  said 
Basic  Products  Co.,  with  a  demand  on  behalf  of  the  Federal 
Trade  Commission  that  the  said  L.  W.  Plowman  and  H.  I*. 
Maxey,  its  agents,  be  permitted  access  to  the  books,  papers, 
records,  memoranda,  and  data  of  the  said  Basic  Products  Co. 
for  the  purpose  of  carrying  out  the  direction  of  this  resolution. 

The  part  of  that  paper  containing  the  demand  is  as 
follows  2 

Pursuant  to  the  terms  of  said  resolution  the  Federal  Trade 
Commission  hereby  formally  demands  of  you  an  opportunity  to 
examine  any   documentary  evidence  In  your  possession  which 
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relates  to  the  orgahizatton,  business,  conduct,  practices*  and 
management  of  said  Basic  Products  Co.,  a  corporation,  and  its 
relation  to  other  corporations  and  to  individuals,  associations, 
and  partnerships,  in  order  that  copies  may  be  made  of  any 
portions  of  said  documentary  evidence  as  appear  to  be  relevant 
to  the  subject  matter  of  said  investigation. 

The  said  Federal  Trade  Commission,  by  its  duly  authorized 
agents,  viz,  L.  W.  Plowman  and  H.  L.  Maxey,  presents  itself 
for  the  purpose  of  examination  and  making  copies,  if  deemed 
advisable,  of  any  documentary  evidence  within  your  i>ossession 
or  control  and  which  relates  to  the  above-entitled  investigation 
now  being  conducted  by  it  Jn  particular,  the  Federal  Trade 
Commission  demands  that  it  &«  permitted  to  examine  and  take 
copies,  if  deemed  advisable,  of  all  documentary  evidence  which 
relates  to  the  production  costs,  annual  production,  and  capital 
investment  in  the  manufacturing  of  a  commodity  known  as 
"  Syndolagr 

The  fjetition  further  avers  that,  upon  the  service  of 
said  notice  and  demand  certain  examiners,  duly  author* 
ized  by  the  Commission,  presented  themselves  within  the 
usual  business  hours  at  the  office  of  the  defendant  in 
Pittsburgh — 

for  the  purpose  of  examination  and  making  copies,  if  deemed 
advisable,  of  any  documentary  evidence  within  the  possession 
and  control  of  said  defendant,  which  related  to  the  iwoestiga" 
tion  then  heing  conducted  by  said  Commission,  as  aforesaid^ 
and  particularly  of  such  documentary  evidence  which  related 
to  the  production  costs,  annual  production,  and  capital  invest- 
ment in  the  manufacturing  by  defendant  of  a  commodity  known 
as  '*  Syndolag  ** ;  but  said 'defendant  whoUy  failed  and  refused 
and  still  fails  €md  refuses  to  permit  said  representatives  of  the 
Commission  to  examine  said  documentary  evidence  and  make 
copies  of  same. 

The  petition  concludes  with  a  prayer  for  a  writ  of 
mandamus. 
The  answer  to  said  petition  avers : 

(1)  That  the  defendant  is  the  manufacturer  of  a 
patented  article  known  as  ^^Syndolag,^  which  has  been 
developed  by  the  defendant  after  great  expenditure  of 
time  and  money,  and  which,  amon^  its  other  uses,  is 
widely  sold  by  defendant  for  repairing  the  bottoms  of 
open-hearth  steel  furnaces^  a  purpose  tor  which  hereto- 
fore only  imported  Austrian  magnesite  could  be  used. 
Not  only  is  the  article  patented  out  in  the  production 
thereof  the  defendant  has  developed  certain  refinements 
of  method  which  are  and  have  been  kept  secret  by  de- 
fendant and  which  constitute  trade  secrets  of  great  value, 
as  are  also  the  cost  accounts  relating  to  the  production  of 
such  article. 

(2)  On  or  about  September  4, 1918,  the  Navy  Depart- 
ment of  the  United  States  ordered  from  defendant  250 
tons  of  Syndolag,  for  which  defendant  quoted  a  price  of 
$35  per  ton,  which  was  then  the  usual  aiid  ordinanr  pnce, 
but  the  Navy  Department  refused  to  agree  to  such  price, 
and  reouired  sucn  material  to  be  billed  at  the  tentative 
price  oi  $30  per  ton.  Pursuant  to  such  order  the  defend- 
ant shipped  to  the  said  department  64.9  tons  of  said  ma- 
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terial.  Sub^equendy  thereto,  after  the  armistice  with 
Germany  was  signed,  the  balance  of  said  order  was  can- 
celed by^  the  Navy  Department  and  the  defendant  waived 
any  claim  against  the  United  States  by  reason  of  such 
cancellation. 

(3)  During  November  and  December,  1918,  and  Jan- 
nary  and  February,  1919,  repeated  demands  were  made 
by  the  Navy  Department  for  affidavits  from  defendant 
snowing  defendant's  costs  of  production  of  said  article 
for  the  pretended  reason  of  enabling  the  Navy  to  decide 
upon  the  price  which  it  would  be  willing  to  pay  defend- 
ant for  its  product.  Defendant  then  offered,  and  in  the 
answer  in  this  proceeding  renews  said  offer,  to  accept  any 
price  for  said  material  which  the  Navy  Department  may 
see  fit  to  pay.  While  such  demands  were  being  made 
by  the  said  department,  the  latter,  nevertheless,  on  De- 
cember 14,  1918,  and  January  19,  1919,  paid  defendant 
at  the  rate  of  $30  per  ton  for  all  'Syndolag  delivered  as 
aforesaid.  The  defendant,  prior  to  the  filing  of  the  an- 
swer in  the  present  proceeding,  offered,  and  in  the  said 
answer  renews  such  offer,  to  return  to  said  department 
or  to  the  Treasurer  of  the  United  States  as  directed,  any 
part  of  such  price  which  is  in  excess  of  the  price  whicjfi 
the  Navy  Department,  in  its  discretion,  sees  fit  to  pay  for 
such  product,  or,  should  the  Navy  Department  be  un- 
willing or  unable  to  fix  such  price,  to  refund  to  the  Navy 
Department  or  to  the  Treasurer  of  the  United  States 
as  directed,  the  whole  amount  received  by  defendant  for 
such  product. 

(4)  That  the  foregoing  offers  have  been  continuously 
made  by  defendant,  yet  under  the  pretense  of  fixing  a 
price  therefor  the  aforesaid  demands  for  affidavits  have 
been  made  by  the  Navy  Department  without  reason  or 
just  cause.  When  the  defendant  finally  refused  to  fur- 
nish such  affidavits,  the  Navy  Department's  said  demands 
were  then  taken  up  by  the  Federal  Trade  Commission,  at 
the  request  and  for  the  purpose  of  the  Navy  Department, 
in  an  effort  to  secure  for  the  Navy  Department  such  infor- 
mation through  an  assertion  of  the  powers  of  the  Federal 
Trade  Commission.  Such  Trade  Commission  did,  on 
March  1,  1919,  send  examiners  to  defendant's  plant  with 
the  following  communication : 

Fxooui.  Trade  Gommisbiov, 
Washington,  March  1,  1919. 
Basic  Pmoducts  Ck).,  Kenova,  W,  Va, 

Gentlemen  :  This  wUI  serve  to  introduce  Messrs.  L.  W.  Plow- 
man and  H.  L.  Maxey,  examiners  of  the  Federal  Trade  Commis- 
sion. 

At  the  request  of  the  Nayy  DQ;mrtment,  the  Federal  Trade  Oom- 
missioD  has  undertaken  to  ascertain  the  cost  of  producing  the 
product  known  as  **  Syndolag."  The  commission  also  desires  to 
ascertain  the  investment  involved  in  the  production  of  this  prod- 
uct   It  will,  therefore,  be  necessary  for  its  examiners  to  have 
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full  access  to  your  books  and  records,  Includiag  not  only  your  cost 
sheets,  but  your  profit-and-loss  statement  and  balance  sheet  The 
period  to  be  covered  is  the  year  1918. 

The  commission  requests  your  prompt  cooperation  with  its  ex- 
aminers. 

Very  truly,  yours. 

Federal  Tbade  Commission. 
(Signed)  Francis  Waiiker, 

Chief  EoanomUt. 

Li.  H.   H. 

(5)  No  complaint  has  at  any  time  been  filed  or  entered 
against  defendant  by  the  Government,  or  by  any  citizen, 
in  regard  to  the  organization,  business,  trade  practices, 
or  conduct  of  the  defendant  in  any  respect,  nor  has  the 
defendant  been  guilty  of  unfair  competition,  nor  has  it 
been  charged  therewith. 

(6)  The  defendant  has  refused,  and,  unless  required  by 
court,  will  continue  to  refuse  to  surrender  its  trade  secrets 
as  aforesaid  to  any  ^ch  examiners^  or  to  any  other  rep- 
resentatives of  said  Trade  Commission,  or  said  Navy  De- 
partment. 

(7)  The  defendant  charges  that  the  demand  of  said 
Trade  Commission  is  unlawful,  unconstitutional,  and 
void,  for  the  following  reasons: 

(a)  It  is  in  direct  violation^  of  the  provisions  of  the 
act  creating  said  Trade  Commission  (act  Sept.  26,  1914, 
c.  311,  38  Stat.  721  [Comp.  St.  8836f]),  section  6  whereof 
forbids  the  publication  of  trade  secrets,  whereas  the  de- 
mand upon  defendant  by  said  Trade  Conmiission  affirma- 
tively shows  that  the  purpose  of  said  "investigation'' 
is  the  ascertainment  of  trade  secrets  and  the  disclosure  of 
information  thereof  to  the  Navy  Department. 

(6)  That  in  the  absence  of  charges  or  complaints 
against  defendant,  said  Trade  Commission  is  without 
power  or  authority  to  make  the  "investigation''  de- 
manded. 

(c)  That  the  access  to  defendant's  properties  and  rec- 
ords demanded  by  said  Trade  Commission  and  by  the 
petition  of  the  Attorney  General  would  constitute  an  un- 
reasonable search  and  seizure,  from  which  defendant  is 
entitled  to  protection  by  the  fourth  amendment  of  the 
Constitution  of  the  United  States. 

(d)  That  the  access  to  defendant's  properties  and  rec- 
oras  demanded  by  said  petition  would  constitute  a  tak- 
ing of  the  property  of  the  defendant  without  due  proc- 
ess of  law,  in  violation  of  the  fifth  amendment  of  the 
Constitution  of  the  United  States. 

The  reasons  in  support  of  the  demurrer  filed  by  the 
plaintiff  are : 

(1^  A  general  demurrer  that  the  answer  is  insufficient 
and  irresponsive. 

(2)  That  the  defendant  company  has  no  standing  to 
question  the  right  of  the  plaintiff  to  a  mandamus  on  the 
ground  that  no  individual  complaint  or  information  has 
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been  made  against  it.  That  the  right  of  the  plaintiff  is 
the  right  of  original  investigation  conferred  upon  the 
Federal  Trade  Commission  by  Congress. 

(3)  That  any  reason  which  the  defendant  might  have 
to  withhold  its  books,  etc.,  from  inspection  should  have 
been  presented  to  the  Trade  Commission  and  not  to  the 
court. 

(4)  There  is  no  attempt  in  this  proceeding  to  take  the 
properties  or  records  of  the  defendant  without  due  process 
of  law,  because  the  plaintiff  in  filing  this  proceeding  is 
acting  according  to  aue  process  of  law,  and  not  in  viola- 
tion of  any  constitutional  provision  or  any  law  there- 
under. 

In  view  of  the  Federal  Trade  Commission's  letter  of 
March  1,  1919,  its  resolution  of  the  8th  day  of  the  same 
month,  and  its  notice  and  demand  under  date  of  the  11th 
of  the  same  month,  it  plainly  appears  that  said  Conmiis- 
sion  has  undertaken  to  ascertain  the  cost  of  producing  a 
product  which  is  the  subject  of  a  patent,  and  to  ascertain 
also  the  annual  production  thereof,  and  the  capital  in- 
vested in  the  manufacture  thereof.  Why  it  has  under- 
taken to  do  that  is  explained  by  the  averments  in  the 
answer  which  must  be  taken  as  true.  The  purpose  of 
such  investigation  is  that  the  Commission  can  give  in- 
formation as  to  the  results  of  its  investigation  to  the 
Navy  Department.  It  would  seem  that  it  was  intended 
by  the  Commission  to  ascertain  what  is  the  just  compen- 
sation which  the  Navy  Department  should  pay  for  ac- 
?uiring  a  right  to  such  patented  article,  as  is  to  be  in- 
erred  from  the  following  (quotation  from  the  brief  of 
counsel  on  behalf  of  the  plaintiff : 

It  ifi  inconceivable  that  the  ascertainment  of  the  cost  of  the 
production  of  a  commodity  produced  by  defendant  under  a  process 
patent  which  gives  it  a  legal  monopoly  in  the  production  of  tliat 
product  could  work  any  hardship  upon  the  defendant;  it  has  an 
exclusive  property  in  the  patented  invention  which  can  not  be  ap- 
propriated or  used  by  the  Government  itself  without  Just  com- 
pensation (30  Cyc,  SlS),  and  certainly  an  orderly  proceeding  to 
ascertain  what  is  Just  compensation  in  a  given  case  could  not  vio- 
late the  due  process  clause  of  the  Constitution  or  any  other  pro- 
vision. 

Under  the  constitutional  power  vested  in  Congress  "  to 
promote  the  progress  of  science  and  useful  arts,"  letters 
patent  of  the  United  States  secure  to  inventors  the  ex- 
clusive right  to  their  discoveries.  There  is  no  reservation 
of  right  in  the  United  States  as  against  the  inventor.. 
The  United  States  can  not  appropriate  or  use  the  inven- 
tion without  just  compensation,  in  any  different  way  than 
it  can  appropriate  or  use  any  other  article  owned  by  a 

Erivate  citizen.    (James  v.  Campbell,  104  U.  S.,  356;  26 
..  Ed.,  786.) 

The  act  of  Congress  under  which  the  Federal  Trade 
Commission  has  proposed  to  investifijate  the  cost  of  pro- 
ducing a  patented  product  and  perhaps  the  amount  of 
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compensation  which  should  be  paid  by  the  United  States, 
in  order  thai  the  Navy  might  acquire  the  same,  does  not 
in  terms  justify  such  proceeding.  The  act  is  aimed  at 
unfair  methods  of  competition  in  commerce.  This  is 
clearly  seen  by  the  first  paragraph  of  section  5  (Comp. 
St.,  par.  8836e),  which  consists  of  this  language: 

That  unfair  methods  of  competition  in  commerce  are  hereby 
declared  nnlawfoL 

That  provision  is  qualified  by  the  meaning  given  in 
the  act  to  the  word  "  commerce."  In  section  4  it  is  pro- 
vided that  the  word  "  commerce,**  when  found  in  the  act, 
means : 

Commerce  among  the  several  States  or  with  foreign  nations 
or  In  any  Territory  of  the  United  States,  or  In  the  District  of 
Columbia,  or  between  any  such  Territory  and  another,  or  be- 
tween any  such  Territory  and  any  State  or  foreign  nation,  or 
between  the  District  of  Columbia  and  any  State  or  Territory  or 
foreign  nation. 

By  applying  that  definition,  then,  to  said  first  para- 
graph of  section  6,  we  ascertain  that  it  was  the  intent  of 
Congress,  by  the  i>assage  of  the  act,  to  exercise  some  of  the 
powers  vested  in  it  by  the  Constitution  to  regulate  inter- 
state and  foreign  commerce. 

The  second  paragraph  of  section  5  contains  the  ex- 
pression of  a  general  power  conferred  upon  and  a  gen- 
eral duty  imposed  upon  the  said  Commission  in  tnese 
words : 

The  Commission  Is  hereby  empowered  and  directed  to  prevent 
persons,  partnerships,  or  corporations,  except  banks,  and  common 
carriers  subject  to  the  acts  to  regulate  commerce,  from  using 
unfair  methods  of  competition  in  commerce. 

Following  that  broad  provision  there  are  set  forth 
many  powers  and  duties.  The  remaining  paragraphs  of 
section  5  relate  to  complaints  against  persons,  partner- 
ships, or  corporations ;  the  methods  of  proceeding  upon 
such  complaints ;  the  findings  of  fact  by  the  Commission, 
which  "if  supported  by  testimony  shall  be  conclusive," 
and  methods  of  enforcement  of  the  orders  of  said  commis- 
sion through  the  aid  of  the  courts. 

As  appears  from  the  resolution  of  the  Commission 
hereinabove  set  forth,  the  provisions  of  section  5  are  not 
relied  upon  as  justification  for  the  Commission's  action 
in  the  present  case.  The  Commission  relies  upon  sub- 
division (a)  of  section  6  of  the  act.  Section  6  contains  • 
a  further  statement  of  particular  powers  vested  in  the 
Commission,  and  appears  to  authorize  proceedings  in 
which  no  complaints  against  any  person,  partnership,  or 
corporation  are  required  to  be  served.  ^  The  opening  of 
that  section,  including  subdivision  (a),  is  as  follows: 

That  the  Commission  shall  also  have  power — 
(a)  To  gather  and  compile  Information  concerning,  and  to  in- 
vestigate from  time  to  time  the  organization,  business,  conduct, 
practices,  and  management  of  any  corporation  engaged  in  com- 
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merce,  excepting  banks  and  common  carriers  subject  to  the  act  to 
regulate  commerce,  and  its  relation  to  other  corporations  and  to 
individuals,  associations,  and  partnerships. 

The  substance  only  of  the  remaining  subdivisions  of 
section  6  need  be  stated : 

(&)  The  Commission  may  require  detailed  retorts  from  sa<^ 
cori>orations  under  oatti. 

(c)  May  investigate  whether  a  final  decree,  intended  to  re- 
strain any  violation  of  the  antitrust  acts,  is  being  carried  out, 
and  upon  the  application  of  the  Attorney  Qeneral  are  required 
to  do  so. 

(d)  Upon  direction  of  the  President  or  either  House  of  Con- 
gress the  Commission  shaU  investigate  alleged  violations  of  the 
antitrust  acts  by  any  corporation. 

(e)  Upon  the  application  of  the  Attorney  General  the  Com- 
mission shall  investigate  and  make  recommendations  for  the 
readjustment  of  the  business  of  any  corporation  alleged  to  be 
violating  the  antitrust  acts. 

(/)  The  Commission  may  make  public  information  obtained, 
"except  trades  secrets  and  names  of  customers,'*  and  may  sub- 
mit recommendations  to  Congress  for  additional  legislation. 

(g)  May  from  time  to  time  classify  corporations  and  make 
rules  and  regulations  for  the  purpose  of  carrying  out  the  provi- 
sions of  the  act. 

(h)  The  Commission  may  investigate  trade  conditions  in  and 
with  foreign  countries. 

The  remaining  sections  of  the  act  have  little  to  do  with 
the  matter  now  before  the  court,  yet  their  provisions  may 
tend  to  assist  the  court  in  reaching  the  proper  conclusion. 

Section  7  (sec.  8836g)  authorizes  the  court,  in  any  suit 
in  equity  brought  by  the  Attorney  General,  as  provided 
in  the  antitrust  acts,  after  the  conclusion  of  the  testimony 
therein,  if  the  court  be  of  opinion  that  the  plaintiff  is  en- 
titled to  relief,  to  refer  said  suit  to  the  Commission  as  a 
master  in  chancerv  to  formulate  a  decree.  Section  8  (sec. 
8836h)  provides  tnat,  when  directed  by  the  President,  the 
several  departments  and  bureaus  of  the  Government  sliall 
furnish,  upon  its  request,  papers  and  information  in  their 
possession  relating  to  an^  corporation  subject  to  the  pro- 
visions of  the  act.  Section  9  (sec.  8836i)  gives  the  Com- 
mission power  to  secure  testimony,  issue  subpoenas,  and 
compel  the  attendance  of  witnesses  and  the  production 
of  documentary  evidence  from  any  place  in  the  United 
States,  at  any  designated  place  of  hearing,  which  by  sec- 
tion 3  (sec.  8836c)  may  be  "  in  any  part  of  the  United 
States.*'  Such  section  also  authorizes  the  district  court 
to  enforce  obedience  to  subpoenas  issued  by  the  Commis- 
sion and^  gives  the  district  courts  of  the  United  States 
jurisdiction  to  issue  writs  of  mandamus  upon  the  appli- 
cation of  the  Attorney  General,  commanding  any  person 
or  corporation  to  comply  with  the  provisions  of  this  act. 
Section  10  (sec.  8836j)  provides  the  penalties  for  failure 
to  comply  with  the  provisions  of  the  act  or  with  the  or- 
ders of  the  Commission.  The  punishment  of  any  person 
disobeying  a  subpoena  is  by  fine  of  not  less  than  $1,000 
nor  more  than  $5,000,  or  by  imprisonment  for  not  more 


UNITED  STATES  VS.  6ASIC  PRODUCTS  CO.  651 

than  one  year,  or  by  both.  The  punidhsnent  of  any  per- 
son who  shall  willfully  make,  or  cause  to  be  made,  any 
false  entry  or  statement  of  fact  in  any  report  required,  or 
in  any  account,  record,  or  memorandum  kept  by  any  cor^ 
poration  subject  to  this  act,  or  who  shall  willfully  neglect 
or  fail  to  make,  or  cause  to  be  made,  full,  true,  and  cor- 
rect entries  in  such  accounts,  records,  or  memoranda  of 
all  facts  and  transactions  appurtenant  to  the  business  of 
such  corporation,  or  who  shall  willfully  remore  out  of  the 
jurisdiction  of  the  United  'States,  or  willfully  mutilate, 
alter,  or  by  any  other  means  falsify  any  documentary  evi- 
dence of  such  corporation^  or  who  shall  willfully  refuse 
to  submit  to  the  Commission  or  to  any  of  its  authorized 
agents,  for  the  purp^ose  of  inspection  and  taking  copies, 
any  dociunentary  evidence  of-  such  corporation  within  its 
possession  or  within  its  control  shall  be  subject,  upon 
conviction,  to  a  fine  of  not  less  than  $1,000  nor  more  tnan 
$5,000,  or  to  imprisonment  for  a  term  of  not  more  than 
three  years,  or  to  both  such  fine  and  imprisonment.  If 
any  corporation  required  by  the  act  to  file  any  report 
shall  fail  to  do  so  within  the  time  fixed  by  the  Commis- 
sion and  such  failure  shall  continue  for  30  days  after 
notice  of  such  default,  such  corporation  shall  forfeit  to 
the  United  States  the  sum  of  $100  for  each  and  every  day 
of  the  continuance  of  such  failure.  There  follows,  then, 
a  provision  in  said  section  for  the  punishment  of  any  offi- 
cer or  employee  of  the  Commission  who  shall  make  public 
any  information  obtained  by  the  Commission  without  its 
authority  unless  directed  by  the  court. 

From  the  foregoing  review  of  the  act  it  is  plain  that 
Congress  intended  to  give  the  Commission  a  power  un- 
precedented in  its  scope.  In  the  argument  on  behalf  of 
the  plaintiff  it  was  insisted  that  under  the  act  the  Com- 
mission was  given  the  ri^ht  to  investigate  any  question 
having  to  do  with  any  business  of  any  corporation,  except 
banks  and  common  carriers  subject  to  the  control  of  the 
Interstate  Commerce  Commission,  to  conduct  a  hearing 
at  any  point  in  the  United  States,  and  compel  there  the 
attendance  of  any  witnesses  and  the  production  of  any 
records  from  any  other  point  in  the  United  States.  There 
was  no  suggestion  of  the  limitations  to  be  found  in  the 
acts  themselves  other  than  the  limitation  just  mentioned. 
In  other  words,  it  was  probably  assumed  that  every  cor- 
poration with  respect  to  which  the  Commission  intended 
to  conduct  an  investigation  was  engaged  in  interstate 
commerce  within  the  meaning  of  the  act.  In  the  argu- 
ment, as  well  as  in  the  petition,  there  was  lacking  the  as- 
sertion of  facts  which  would  bring  the  defendant  within 
the  terms  of  the  act  of  Congress.  Nowhere  has  it  been 
made  to  appear  that  the  defendant  is  engaged  in  inter- 
state commerce  in  any  other  way  than  any  other  corpora- 
tion or  any  citizen  may  be  so  engaged,  by  making,  one  or 
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more  shipmente  of  manufactured  ^^oods  from  one  State 
into  anotner.  ^ 

The  following  quotation  from  the  opinion  of  Judge 
Jackson,  In  re  Greene  (C.  C.)i  ^^  Fed.  104-113,  contains 
not  only  a  definition  but  an  elaboration  thereof,  which 
suggests  not  only  the  limitations  upon  the  power  of 
Congress  but  also  possibilities  of  the  existence  of  activi- 
ties by  entities,  corporate  or  otherwise,  which  might  be 
brought  within  the  jurisdiction  conferred  by  the  act  upon 
the  Federal  Trade  Commission : 

Gommerce  among  the  States,  within  the  exclusive  regnlating 
power  of  Oongress,  ''consists  of  Interoovrse  and  traffic  between 
their  citizens,  and  includes  the  transportation  of  persons  and 
property,  as  well  as  the  purchase,  sale,  and  exchange  of  com- 
modities." County  of  Mobile  v.  Kimball.  102  U.  S.  691-702  [26 
L.  Bd.  238] ;  Gloucester  Ferry  Co.  v,  Pennsylvania,  114  U.  S.  203. 

5  Sup.  Ct  826  [29  L.  Bd.  158].  In  the  application  of  this  com- 
prehensive definition,  it  is  settled  by  the  decisions  of  the  Supreme 
Court:  That  such  commerce  includes,  not  only  the  actual  trans- 
portation of  commodities  and  persons  between  the  States,  but 
also  the  instrumentaUties  and  processes  of  such  transportation. 
That  it  includes  all  the  negotiations  and  contracts  which  have 
for  their  object,  or  involve  as  an  element  thereof,  such  transmis- 
sion or  passage  from  one  State  to  another.  That  such  commerce 
begins,  and  the  regulating  power  of  Congress  attaches,  wh^i  the 
commodity  or  thing  traded  in  commences  its  transportation  from 
the  State  of  its  production  or  situs  to  some  other  State  or  for- 
eign country,  and  terminates  when  the  transportation  is  com- 
pleted and  the  property  has  become  a  part  of  the  general  mass 
of  the  property  in  the  State  of  its  destination.  When  the  com- 
merce begins  is  determined,  not  by  the  character  of  the  com- 
modity, nor  by  the  intention  of  the  owner  to  transfer  it  to  an- 
other State  for  sale,  nor  by  his  preparation  of  it  for  transporta- 
tion, but  by  its  actual  delivery  to  a  common  carrier  for  trans- 
portation, or  the  actual  conmiencement  of  its  transfer  to  another 
State.  At  that  time  the  power  and  regulating  authority  of  the 
State  ceases,  and  that  of  Congress  attaches  and  continues,  until 
it  has  reached  another  State,  and  becomes  mingled  with  the  gen- 
eral mass  of  property  in  the  latter  State.  That  neither  the  pro- 
duction or  manufacture  of  articles  or  commodities  which  consti- 
tute subjects  of  commerce,  and  which  are  Intended  for  trade  and 
traffic  with  citizens  of  other  States,  nor  the  preparation  for  their 
transportation  from  the  State  where  produced  or  manufactured, 
prior  to  the  commencement  of  the  actual  transfer,  or  transmis- 
sion thereof  to  another  State,  constitutes  that  interstate  commerce 
which  comes  within  the  regulating  power  of  Congress,  and,  fur- 
ther, that  after  the  termination  of  the  transportation  of  com- 
modities or  articles  of  traffic  from  one  State  to  another,  and  the 
mingling  or  merging  thereof  in  the  general  mass  of  property  in 
the  State  of  destination,  the  sale,  distribution,  and  consumption 
thereof  in  the  latter  State  forms  no  part  of  interstate  commerce. 
Pensacola  TeL  Co.  v.  Western  Union  Tel.  Co.,  96  U.  S.  1  [24  I^ 
Ed.  7081 ;  Brown  v,  Houston,  114  U.  S.  622,  5  Sup.  Ct  1091  [29 
L.  Ed.  257] ;  Coe  v.  Errol,  116  U.  S.  517-520,  6  Sup.  Ct.  475  [29  L. 
Ed.  715] ;  Bobbins  v.  Taxing  Dist,  120  U.  S.  497,  7  Sup.  GL  592 
[80  L.  Ed.  694] ;  and  Kidd  v.  Pearson,  128  U.  S.  1,  9  Sup.  Ct 

6  [82  L.  Ed.  846].  In  the  latter  case  the  Supreme  Court  pointed 
out  the  distinction  between  commerce  and  the  subjects  thereof, 
and  held  that  the  manufacture  of  distilled  spirits,  even  though 
they  were  intended  for  export  to  other  States,  was  not  commerce^ 
falling  within  the  regulating  powers  of  Congress. 


UNITED  STATES  VS.  BASIC  PBODUGTS  GO.  658 

Imiiginfltion,  if  not  experience,  can  suggest  that  per- 
sons, partnerships,  and  corporations  ma^  be  engaged  in 
interstate  commerce  by  the  transportation  of  merchan* 
dise  solely  by  water;  that  their  activities  may  give  them 
their  income  from  lighterage;  or  they  may  be  engaged 
in  the  sole  business  ot  forwarding  goods,  with  no  interest 
in  the  vessels  or  wagons  on  which  they  are  transported. 
The  foregoing  are  merely  illustrations  of  activities  which 
may  perhaps  be  within  the  scope  of  the  powers  granted 
to  the  Commission  by  the  act  as  found  in  the  fifth  section 
thereof. 

Imagination,  however,  can  not  suggest  such  an  exten- 
sion or  constitutional  limitation  as  may  justify  the  in- 
vestigation undertaken  by  the  Commission  in  this  case. 
Indeed,  so  far  as  the  matter  has  been  brought  to  the  at- 
tention of  the  court,  no  such  assertion  of  power  has  ever 
been  made  to  the  courts.  Investigation  under  subdivision 
(a),  section  6,  is  limited  to  corporations  engaged  in  inter- 
state commerce.  The  defendant  is  engaged  in  manufac- 
ture. 

A  comprehensive  consideration  of  the  lack  of  constitu- 
tional authority  over  industry  is  found  in  the  language 
of  Mr.  Justice  Lamar,  who  delivered  the  opinion  of  the 
court  in  Kidd  v.  Pearson,  128  U.  S.  1, 20, 21,  fl  Sup.  Ct.  6, 
10  [32  L.  Ed.  346],  as  follows: 

No  distinction  is  more  popular  to  the  common  mind  or  more 
clearly  expressed  in  economic  and  poUtical  literature  tlian  tliat 
between  manufactures  and  commerce.  Manufacture  is  trans^ 
formation — ^the  fashioning  of  raw  materials  into  a  change  of 
form  for  uBe.  The  functions  of  commerce  are  different  The 
buying  and  selling  and  the  transportation  incidental  thereto  con- 
stitute commerce;  and  tiie  regulation  of  commerce  in  the  con- 
Btitutlonal  sense  embraccB  the  regulation  at  least  of  such  trans- 
portation. •  •  ♦  If  It  be  held  that  the  term  includes  the 
regulation  of  aU  such  manufactures  as  are  Intended  to  be  the 
subject  of  commercial  transactions  in  the  future  It  is  impossible 
to  deny  that  It  would  also  include  all  productive  Industries  that 
contemplate  the  same  thing.  The  result  would  be  that  Congress 
would  be  invested,  to  the  exclusion  of  the  States,  with  the  power 
to  regulate,  not  only  manufactures  but  also  agriculture,  horti- 
culture, stock  raising,  domestic  fisheries,  mining — in  short,  every 
branch  of  human  industry.  For  is  there  one  of  them  that  does 
not  contemplate  more  or  less  clearly  an  interstate  or  foreign 
market?  Does  not  the  wheat  grower  of  the  Northwest  and  the 
cotton  planter  of  the  South  plant,  cultivate,  and  harvest  his 
crop  with  an  eye  on  the  prices  at  Liverpool,  New  Tork,  and 
Chicago?  The  power  being  vested  in  Congress  und  denied  to 
the  States,  it  would  follow  as  an  inevitable  result  that  the  duty 
would  devolve  on  Congress  to  regulate  all  of  these  delicate, 
multiform,  and  vital  interests — interests  which  in  their  nature 
are  and  must  be  local  in  all  the  details  of  their  successful  man- 
agement. It  is  not  necessary  to  enlarge  on,  but  only  to  suggest 
the  impracticability  of  such  a  scheme  when  we  regard  the  multi- 
tudinous affairs  involved  and  the  almost  infinite  variety  of  their 
minute  details. 
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In  Hammer  v.  Dagenhart,  247  U.  8.  251,  88  Sup.  Ct. 
629,  62  L.  Ed.  1101,  Ann.  Cas.  1918E,  724,  the  Supreme 
Court  held  an  act  of  Congress  to  be  unconstitutional,  as 
exceeding  the  commerce  power  of  Congress  and  invad- 
ing the  powers  reserved  to  the  States,  whidi  act  was 
intended  to  prohibit  transportation  in  interstate  com- 
merce of  goods  made  at  a  factory  in  which  children  of 
tender  years  mi^t  be  employed.  In  that  case  the  court 
again  emphasizes  in  the  strongest  language  that  Con- 
gress has  a  regulatory  power  over  interstate  transporta- 
tion and  its  incidents,  but  that  the  production  of  ar- 
ticles intended  for  interstate  commerce  is  a  matter  of 
local  regulation ;  and  it  appears  from  the  opinion  of  the 
court  (247  U.  S.  273,  38  Sup.  Ct.  632,  62  L.  Ed.  1101, 
Ann.  Cas.  1918E,  724)  that  argument  was  made  that 
Congress  had  authority  to  control  the  interstate  ship- 
ments of  child-made  goods  in  order  to  prevent  unfair 
competition  which  would  operate  unjustly  upon  those 
who  were  forbidden  by  some  States  to  employ  child  labor, 
and  the  court  uses  this  language : 

There  is  no  power  rested  in  Congress  to  require  tlie  States  to 
exercise  their  police  power  so  as  to  prevent  possible  unfair  com- 
petition. Many  causes  may  cooperate  to  give  one  State,  by  rea- 
son of  local  laws  or  conditions,  an  economic  advantage  over  others. 
The  commerce  clause  was  not  intended  to  give  to  Congress  a  gen- 
eral authority  to  equalize  such  conditions. 

Counsel  for  the  defendant  urges  upon  this  court  the 
necessity  of  declaring  section  6  of  the  Trade  Commission 
Act  to  be  unconstitutional,  not  only  "  in  so  far  as  it  au- 
thorizes investigations  and  compulsory  disclosures  of 
matters  which  are  beyond  the  commerce  power  of  Con- 
gress,'' but  also  "  in  so  far  as  it  attempts  to  authorize  a 
search  or  seizure  by  an  administrative  agency  of  the  Gov- 
ernment without  charge  or  suspicion  of  wrongdoing." 
While  the  contention  of  counsel  is  probably  sound,  this 
court  does  not  deem  it  necessary  to  go  further  than  to 
hold  that  the  commission  have  not  the  power  to  carry  on 
investigation  which  they  have  assumed  in  the  present 
case. 

An  incident  of  such  investigation  is  the  ascertainment 
of  trade  secrets.  It  is  plain  that  the  cost  of  manufac- 
turing a  patented  product  to  which  the  manufacturer  has 
the  exclusive  right  may  be  a  trade  secret,  a  species  of 
property  of  great  value.  This  is  also  true  of  refinements 
of  method  in  producing  the  same.  The  act  prohibits  the 
disclosure  of  trade  secrets.  The  assumption  that  no  such 
disclosure  will  be  made  disappears  beiore  the  expressed 
intention  to  give  the  information  to  the  Navy  Depart- 
ment. We  have,  then,  a  contemplated  search  and  seizure, 
and  a  contemplated  taking  of  private  propertv  for  public 
use,  without  due  process  of  law,  which  are  violative  of  the 
fourth  and  fifth  amendments  of  the  Constitution. 
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With  respect  to  the  third  reason  in  support  of  the 
demurrer,  little  need  be  said.  The  act  itself  authorizes  a 
petition  for  mandamus  in  aid  of  the  commission. 

Mandamus  issues  where,  and  only  where,  there  is  a  right  to 
demand,  and  a  corresponding  duty  to  perform,  the  act  required. 
(19  Standard  Encyclopedia  of  Pr^Kredure,  128.) 

It  was  never  intended  that  the  extent  of  a  free  man's 
duty  to  perform  should  be  determined  by  those  who  de- 
mand performance. 

The  demurer  must  be  overruled,  and  the  petition  for 
a  writ  of  mandamus  must  be  refused. 


THE  MAYNARD  COAL  CO.  v.  FEDERAL  TRADE 

COMMISSION.* 

(Supreme  Court  of  District  of  Columbia.    April  19, 

1920.) 

COUUEBCE — POWKR   07   CONGRKaS   TO   DEMAND   InTOBUATION    AS  TO 
THX  INTBASTATE  GoMMEKCE  OB  PBODUCTION  or  CkUiPOBATIONS 

Engaged  in  Intebbtate  Gommebce. 

That  there  is  a  radical  distinction  between  production  and 
commerce  is  dear,  and  where  a  corpora ti<Mi  is  not  an  instm- 
mentality  of  interstate  commerce,  the  visitorial  power  of  Con- 
gress over  corporations  engaged  in  interstate  commerce  does 
not  embrace  tlie  power  to  demand  information,  eitber  afl  to 
their  intrastate  commerce  or  their  inroduction,  not  demanded  for 
its  bearing  upon  a  possible  violation  of  law. 

Fedebal  Tbade  Gomuission — t'owEB  Undeb  Section  6  or  Fedebal 
Tbade  CoiiMissiON  Act  to  Demand  Infobmation  aS  to  thb 

INTBASTATE  COMMEBCE  OB  FbODUCTION  OF  COBPOBATIONS  EN- 
GAGED  IN    INTEBSTATB  GoMMEBCE. 

The  Federal  Trade  Gommission  has  no  power  under  section  6 
of  the  Federal  Trade  Gommission  Act  to  demand  information 
as  to  the  intrastate  commerce  or  the  production  of  corporations 
engaged  In  interstate  commerce,  not  demanded  for  its  bearing 
upon  a  possible  violation  of  law,  since  the  corporations  re- 
ferred to  in  the  act  are,  by  its  terms,  limited  to  those  engaged 
in  interstate  and  foreign  commerce,  and  all  the  powers  vested  in 
the  Gommission  should  be  construed  in  the  light  of  such  limi- 
tation. 

Bailet,  Judge. 

This  is  an  application  for  an  injunction  to  restrain  the 
Federal  Trade  Commission  from  taking  steps  to  collect 
a  penalty  for  failure  on  the  part  of  the  plaintiff,  the 
Maynard  Coal  Co.,  to  make  certain  reports  called  for  W 
the  Commission.    The  bill  is  supported  by  several  affi- 

*  The  case,  following  the  granting  of  a  preliminary  Injunction  as  aet 
fbrth  in  the  opinion  and  dedtlon  herein  printed,  is  pending  trial  as  of 
tfaifl  writing  (Oct.  15k  1021)  In  the  Sapreme  Court  of  the  District  of 
Columbia.-  The  same  court  similarly  restrained  the  Commission  from 
enforcing  a  request  made  under  sec.  6  in  the  case  of  Claire  Furnace  Co. 
et  al.  ▼.  Federal  Trade  OommU9iQn  (June  19,  1920,  no  ophilon),  which 
case  la  also  awaiting  trial. 
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davits  of  expert  accountants.  The  defendant  Commission 
has  filed  its  answer,  but  on  account  of  insufficient  verifi- 
cation, it  can  not  be  treated  as  an  affidavit.  It  has  also 
filed  with  its  answer  several  affidavits,  which  will  be 
noticed  hereafter. 

The  plaintiff  is  a  corporation  engaged  in  the  mining, 
production^  and  sale  ox  bituminous  coal.  It  owns  and 
operates  mines  in  Kentucky  and  Ohio.  Practically  all  of 
the  coal  mined  in  Kentucky  and  about  one*half  of  the 
coal  mined  in  Ohio  is  shipped  to  points  without  those 
States,  and  the  remainder  of  that  mined  in  Ohio  to  points 
in  that  State.  On  January  31, 1920,  the  defendant  Com- 
mission served  upon  a  large  number  of  coal-mining  cor- 
porations, incluaing  the  plaintiff,  an  order  reauiring 
them  to  report  ^^  monthly  costs  of  production  ana  other 
data,"  as  set  out  in  specification  accompanying  the  order, 
for  each  calendar  month  of  the  year  1920  and  until  fur- 
ther notice.  The  information  and  reports  required  are 
very  full  and  detailed  as  to  production,  sales,  manage- 
ment, financial  condition,  depreciation,  etc.,  and  all  to  oe 
calculated  us  prescribed  in  the  specifications.  The  plain- 
tiff claims,  and  from  the  affidavits  filed  such  appears  to  be 
the  fact,  these  reports  can  not  be  made  without  a  large 
chan^  in  the  plaintiff's  method  of  bookkeeping  and  ac- 
counting, and  at  a  verjr  considerable  expense. 

The  Commission  claims  that  it  may  require  these  re- 
ports under  the  authority  placed  in  it  by  the  act  of  Con- 
gress creating  the  Commission,  approved  September  26, 
1914,  and  that  Congress  has  the  authority  to  so  empower 
the  defendant  under  the  clause  known  as  the  Commerce 
Clause  of  the  Constitution  of  the  United  States. 

Ck)ngre8s  shall  have  power  *  *  *  to  regalate  commerce  with 
foreign  nations  and  among  the  several  States  with  the  Indian 
Tribes. 

The  parts  of  the  Federal  Trade  Commission  Act  per- 
tinent to  this  inauiry  are  substantially  as  follows : 

Commerce  is  aefined,  section  4,  as  "commerce  among 
the  several  States  or  with  foreign  nations,  or  in  any  Ter- 
ritory of  the  United  States  or  with  foreign  nations,  or 
between  any  such  Territory  and  another,  or  between  any 
such  Territory  and  any  State  or  foreign  nation,  or  be- 
tween the  District  of  Columbia  and  any  State  or  Terri- 
tory or  foreign  nation.'' 

Section  5  provides  that  unfair  methods  of  competition 
in  commerce  shall  be  unlawful,  and  empowers  the  Com- 
mission to  take  steps  to  prevent  such  unfair  methods  and 
prescribes  the  procedure  for  carrying  out  such  purpose. 

Section  6  of  the  act  provides  that  the  Commission  shall 
have  power — 

(o)  To  gather  and  compile  Information  concerning,  and  to  in- 
vestigate from  time  to  time  the  organ isati on,  business,  conduct, 
practices,  and  management  of  any  corporation  engaged  in  com- 
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merce,  excepting  banks  and  common  carriers  subject  to  the  act 
to  regulate  commerce,  and  its  relations  to  other  corporations  and 
to  individuals,  associations,  and  partnerships. 

(b)  To  require,  by  general  or  special  orders,  corporations  en- 
Raged  in  commerce,  excepting  banks  and  common  carriers  sub- 
ject to  the  act  to  regulate  commerco,  or  any  class  of  them,  or  any 
of  them,  respectively,  to  file  with  the  Commission  in  such  form 
us  tlie  Commission  may  prescribe,  annual  or  special,  or  both  an- 
nual and  special,  reports  or  ans^^ers  in  writing  to  specific  ques- 
tions, furnishing  to  the  Commission  such  information  as  it  may 
require  as  to  the  organization,  business,  conduct,  practices,  man- 
agement, and  relation  to  other  corporations,  partnerships,  and 
individuals  of  the  respective  corporations  filing  such  reports  or 
answers  in  writing.  Such  reports  and  answers  shall  be  made 
under  oath,  or  otherwise,  as  the  Commission  may  prescribe,  and 
shall  be  filed  with  the  Commission  within  such  reasonable  time  as 
the  Commission  may  prescribe,  unless  additional  time  be  granted 
in  any  case  by  the  Commission. 

Subsection  e  authorizes  the  Commission,  when  a  final 
decree  has  been  entered  against  a  corporation  under  the 
antitrust  acts,  to  investigate  the  manner  in  which  the 
decree  is  being  carried  out. 

Subsection  <J  authorizes  the  Commission,  upon  direc- 
tion of  the  President  or  either  House  of  Congress,  to  in- 
vestigate alleged  violation  of  the  antitrust  acts. 

(/)  To  make  public  from  time  to  time  such  portions  of  the  in- 
formation obtained  by  it  hereunder,  except  trade  secrets  and 
names  of  customers,  as  it  shall  deem  expedient  in  the  public  in- 
terest; and  to  make  annual  and  special  reports  to  the  Congress 
and  to  submit  therewith  recommendations  for  additional  legisla- 
tion ;  and  to  provide  for  the  pubUcatlon  of  its  reports  and  deci- 
sions in  such  form  and  manner  as  may  be  best  for  public  infor- 
mation and  use. 

(g)  From  time  to  time  to  classify  corporations  and  to  make 
rules  and  regulations  for  the  purpose  of  carrying  out  the  provi- 
sions of  this  act. 

{h)  To  investigate,  from  time  to  time,  trade  conditions  in  and 
with  foreign  countries  where  associations,  combinations,  or  prac- 
tices of  manufacturers,  merchants,  or  traders,  or  other  conditions 
may  affect  the  foreign  trade  of  the  United  States,  and  to  report 
to  Congress  thereon,  with  such  recommendations  as  it  deems 
advisable. 

The  defendant  in  its  answer  admits  "  that  no  complaint 
had  been  filed  by  or  before  it  charging  the  plaintiff  with 
unfair  methods  of  competition  or  with  the  violation  of 
the  Federal  Trade  Commission  Act  or  the  antitrust  acts, 
and  admits  that  the  information  sought  to  be  secured 
from  the  plaintiff  may  not  throw  any  light  or  have  any 
bearing  upon  any  possible  violation  of  anjr  of  the  acts 
aforesaid,  but  asserts  that  such  information  is  sought  for 
a  lawful  purpose  within  the  scope  of  the  powers  conferred 
upon  the  deiendant  by  section  6  of  the  said  commission 
acw*  . 

The  authority  of  Congress  to  enact  this  legislation  is 
claimed  under  the  power  to  regulate  commerce  above  set 
out.  The  reports  demanded  of  the  plaintiff  are  not  lim- 
ited to  questions  connected  with  the  shipment  of  coal  in 
interstate  commerce  or  the  contracts  in  reference  to,  or 
the  prices  of  coal  so  shipped,  but  relate  almost  entirely 


668  DECISIONS  OF  THE  COUBTS. 

to  the  mining  of  coal  and  the  price  at  which  it  is  sold, 
and  the  financial  condition  and  operations  of  the  com- 
pany, and  all  without  any  attempt  to  limit  the  inquiry 
to  matters  pertaining  to  the  coal  shipped  in  interstate 
commerce.  In  fact  the  Conmiission  in  its  answer  ""  denies 
that  the  plaintiff  has  the  right  to  segregate  its  business 
and  to  say  that  part  of  its  business  is  interstate  and  part 
is  intrastate,  but  in  order  to  ascertain  if  defendant  is  en- 
ffafi^ed  in  commerce  the  courts  will  look  to  the  entire 
business  transactions  of  the  plaintiff,  and  if  any  part  of 
its  business  is  intrastate  and  a  part  interstate  and  the 
whole  business  is  conducted  under  one  organization  as  is 
set  forth  and  admitted  in  the  plaintiff's  bill,  then  the  de- 
fendant insists  that  the  plaintiff,  considering  its  business 
as  a  whole,  is  [engaged  m]  interstate  commerce,  and  the 
defendant  nas  the  right  to  ask  the  information  sought.*^ 

And  the  information  sought  in  this  case  is  such  as 
would  apply  as  well  to  a  corporation  whose  business  was 
wholly  intrastate  as  to  the  plaintiff.  The  defendant  un- 
questionably is  demanding  information  as  to  intrastate 
commerce  and  as  to  coal  production,  and  frankly  asserts 
the  right  to  do  so. 

That  there  is  a  radical  distinction  between  production 
and  commerce  is  clear. 

In  Kidd  r.  Pearson,  128  U.  S.  1,  Mr.  Justice  Lamar  said 
(p.  20) : 

Manuf net  tire  is  transformation — ^the  fashioning  of  raw  mate- 
rials into  ft  change  of  form  for  use.  The  functions  of  commerce 
are  different  The  buying  and  selling  and  the  transportation  in- 
cidental thereto  constitute  commerce;  and  the  regulation  of  com- 
merce in  the  constitutional  sense  embraces  the  regulation  at  least 
of  such  transportation.  The  legal  definition  of  the  term,  as  gireii 
by  this  court  in  County  of  Mobile  v.  KimbaU,  102  U.  8.  091,  702. 
is  as  follows :  '*  Commerce  with  foreign  countries  and  among  the 
States,  strictly  considered,  conslBts  in  intercourse  and  traffic,  in- 
cluding in  these  terms  narlgatioB  and  the  transportation  and 
transit  of  persons  and  properly,  as  well  as  purchase*  sale,  and 
exchange  of  commodities^**  If  It  be  held  that  the  term  includes 
the  regulation  of  all  such  manufactures  as  are  intended  to  \h 
the  subject  of  commercial  transactions  in  the  future,  it  is  impos- 
sible to  deny  that  it  would  include  all  productiTe  industries  that 
contemplate  the  same  thing.  The  result  would  be  that  Gongress 
would  be  invested,  to  the  exdusion  of  the  States,  with  the  power 
to  regulate,  not  only  manuCactures,  but  also  agriculture,  horti« 
culture,  stock  raising,  domestic  fisheries,  mining — ^in  short,  erery 
branch  of  human  industry.  For  is  there  one  of  them  that  docs 
not  contemplate,  more  or  leas  clearly,  an  Interstate  or  foreign 
market?  Does  not  the  wheat  grower  of  the  Northwest,  and  the 
cotton  planter  of  the  South,  plant,  coltirate,  and  harvest  his  crop 
with  an  eye  on  the  prices  at  Liverpool,  Kew  York,  and  Chicago? 
The  power  being  vested  In  Congress  and  denied  to  the  States,  it 
would  follow  as  an  inevitable  result  that  the  duty  would  devolve 
on  Congress  to  regulate  all  of  these  delicate,  multiform,  and  vital 
Interests— interests  which  In  their  nature  are  and  must  be  local 
In  all  the  details  of  the!r  8uccef«sfnl  management. 

In  United  States  v.  Knight,  156  U.  S.  1,  page  12,  Mr. 
Chief  Justice  Fuller  said: 

Doubtless  the  power  to  control  Che  nuuiufacture  of  a  given 
thing  Involves  in  a  cotain  sense  the  control  of  its  disposition,  but 
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this  is  a  secondary  and  not  the  primary  sense;  and  although  the 
exercise  of  that  power  may  result  in  bringing  the  operation  of 
commerce  into  play,  it  does  not  control  it  and  affects  it  only  inci- 
dentally and  indirectly.  Commerce  succeeds  to  manufacture  and 
is  not  a  part  of  it 

In  Addyston  Pipe  &  Steel  Co.  v.  United  States,  176 
U.  S.  211,  which  involves  the  Antitrust  Act  of  July  2, 
1890,  Mr.  Justice  Peckham,  after  holding  that  Congress 
under  the  power  to  regulate  interstate  commerce  could 
regulate  any  agreement  or  combination  that  operated 
upon  the  sale,  transportation,  and  delivery  of  an  article 
of  interstate  commerce,  on  page  27,  said : 

Although  the  Jurisdiction  of  Congress  over  commerce  among  the 
States  is  fuU  and  complete,  it  is  not  questioned  that  it  has  none 
over  that  which  is  wholly  within  a  State,  and  therefore  none 
over  combinations  or  agreements  so  far  as  they  relate  to  a  re- 
straint of  such  trade  or  commerce.  It  does  not  acquire  any  juris- 
diction over  that  part  of  a  combination  or  agreement  wMch  re- 
lates to  commerce  wholly  within  a  State,  by  reason  of  the  fact 
that  the  combination  also  covers  and  regulates  commerce  which  is 
interstate.  The  latter  it  can  regulate,  while  the  former  is  sub- 
ject alone  to  tlie  Jurisdiction  of  the  State.  The  combination 
herein  described  covers  both  commerce  which  Is  wholly  within  a 
State,  and  also  that  which  is  interstate. 

In  regard  to  such  of  these  defendants  as  might  reside  and  carry 
on  business  in  the  same  State  where  the  pipe  provideil  for  in  any 
particular  contract  was  to  be  delivered,  the  sale,  transportnt'on, 
and  delivery  of  the  pipe  by  them  under  that  contract  would  be  a 
transaction  wholly  within  the  State,  and  the  statute  would  not  be 
applicable  to  them  in  that  case.  They  might  make  any  combina- 
tion they  chose  with  reference  to  the  proposed  contract,  al- 
though it  should  happen  that  some  nonresident  of  the  State 
eventually  obtained  it 

In  Delaware,  Lackawanna  &  Western  Bailroftd  Co.  v. 
Yurkonis,  238  17.  S.  439,  a  case  involving  the  Federal 
Employers'  Liability  Act,  Mr.  Justice  Day,  page  444, 
said : 

The  averments  of  the  complaint  as  to  the  manner  of  the  receiv- 
ing of  the  injury  by  plaintiff  showed  conclusively  that  it  did  not 
occur  in  interstate  commerce.  The  mere  fact  that  the  coal  might 
t>e  or  was  intended  to  be  used  in  the  conduct  of  Interstate  com- 
merce after  the  same  was  mined  and  transported  did  not  make 
the  injury  one  received  by  the  plaintiff  while  he  was  engaged  in 
Interstate  commerce.  The  injury  happening  when  the  plaintiff 
was  preparing  to  mine  the  coal  was  not  an  injury  happening  in 
interstate  commerce,  and  the  defendant  was  not  tlien  carrying  on 
interstate  commerce — ^facts  essential  to  recovery  under  the  Em- 
ployers* Liability  Act 

In  Coe  V.  ErroL  116  U.  S.  517.  it  was  held  that  loj 
cut  in  New  Hampshire  and  haulea  to  Errol,  N.  H.,  to 
transported  to  Maine  were  not  in  interstate  commerce. 
Mr.  Justice  Bradley,  page  525,  said: 

When  the  products  of  the  farms  or  forest  are  collected  and 
brouj^t  in  from  the  surrounding  country  to  a  town  or  station 
serving  as  an  entrepftt  for  that  particular  region,  whether  on  a 
river  or  a  line  of  railroad,  such  products  are  not  yet  exports,  nor 
are  they  in  process  of  exportation,  nor  is  exportation  begun  until 
they  are  committed  to  the  common  carrier  for  transportation  out 
of  the  State  to  the  State  of  their  destination,  or  have  started  on 
their  ultimate  passage  to  that  State.  Until  then  it  is  reasonable 
to  regard  them  as  not  only  within  the  State  of  their  origin,  but 
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as  a  part  of  the  general  maas  of  property  of  Uiat  State,  aubject 
to  Ita  juriadlctlon  and  liable  to  taxation  tbere,  if  not  taxed  by 
reason  of  their  being  intended  for  tranaportation,  but  taxed  with- 
out any  discrimination  In  the  usual  way  and  manner  in  which  aoch 
property  is  taxed  in  the  State. 

On  page  528,  he  said : 

It  is  true,  it  was  said  in  the  case  of  the  Dani^  Ball,  10  Wall. 
557,  565 :  **  Whenever  a  commodity  haa  begun  to  move  a  a  an  ar- 
ticle of  trade  from  one  State  to  another,  comm^ce  in  that  coda- 
modity  between  the  States  has  commenced.**  But  this  movement 
does  not  begin  until  the  articles  have  been  shipped  or  started  for 
transportation  f^om  the  one  State  to  the  other.  The  carrying  of 
them  in  carts  or  other  vehicles,  or  even  floating  them,  to  the  depot 
where  the  Journey  is  to  commence  is  no  part  of  the  journey.  That 
is  all  preliminary  work,  performed  for  the  purpose  of  putting  the 
property  in  a  state  of  preparation  and  readiness  for  transporta- 
tion. Until  actually  launched  on  its  way  to  another  State,  or  com- 
mitted to  a  common  carrier  for  transportation  to  such  State,  ita 
destination  is  not  fixed  and  certain.  It  may  be  sold  or  otherwise 
di^>osed  of  within  the  State,  and  never  put  in  course  of  transpor- 
tation out  of  the  State.  Carrying  from  the  farm  or  forest  to  the 
depot  is  only  nn  interior  movement  of  the  property,  entirely 
within  the  State,  for  the  purpose,  it  is  true,  but  only  for  the  pur- 
pose, of  putting  it  into  a  course  of  exportation ;  is  no  part  of  the 
exportation  itself.  Until  shipped  or  started  on  its  final  journey 
out  of  the  State  it  is  a  matter  altogether  in  fieri,  and  not  at  all  a 
fixed  and  certain  thing. 

In  order  for  the  Federal  Trade  Commission  to  have  the 
power  to  require  the  plaintiff  to  make  reports  as  to  the 
mining  of  coal  and  as  to  its  intrastate  shipments,  it  must 
appear  that  this  information  is  necessary  to  or  connected 
with  some  object  over  which  the  general  Oovemment  has 
power.  There  is  no  claim  made  that  there  is  any  pro- 
ceeding pending  inrolving  the  Antitrust  Act,  or  unfair 
methods  of  competition,  or  under  the  Clayton  Act^  but 
in  its  order  defendant  demands  reports  on  all  the  business 
of  the  plaintiff. 

The  defendant  relies  upon  the  visitorial  powers  of  Con- 
gress over  corporations.  In  this  connection  it  must  be 
borne  in  mind  that  the  power  of  Congress  over  an  instru- 
mentality of  commerce,  such  as  a  common  carrier,  is  far 
different  from  its  powers  over  an  ordinary  business  cor- 
poration which  merely  ships  its  products  or  a  portion  of 
its  products  over  sucn  carrier.  In  fact  as  said  by  Mr. 
Justice  Holmes  in  Smith  v.  Interstate  Commerce  Com- 
mission, 245  U.  S.  33,  on  page  45: 

It  is  not  far  from  true — it  may  be  it  is  entirely  true — aa  said  by 
the  Ck>mmis8ion  [referring  to  the  Interstate  Commerce  Gommia- 
aion]  that  there  can  be  nothing  private  or  confidential  in  the  ac- 
tivities and  expenditures  of  a  carrier  engaged  in  Interstate  com- 
merce. 

Apart  from  the  fact  that  plaintiff  is  a  corporation  it  is 
clear  that  Congress  could  not  compel  the  production  of 
the  private  books  and  papers  of  a  citizen,  except  in  the 
progress  of  judicial  proceedings.  Kilboume  v.  Thomp- 
son, 103  U.  S.  168;  Harriman  v.  Interstate  Commerce 
Commission,  211  U.  S.  407. 
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Mr.  Justice  Field,  then  sitting  on  the  circuit  court,  in 
the  case  of  In  re  Pacific  Bailway  Commission,  32  Fe<L 
Kep.  241,  said  (p.  250) : 

And  in  addition  to  the  inquiries  usually  accompanying  the  tak- 
ing of  a  census  there  is  no  doubt  that  Congress  may  authorize  a 
commission  to  obtain  information  upon  any  subject  which,  in  its 
Judgment,  it  may  be  important  to  possess.  It  may  inquire  into 
the  extent  of  the  productions  of  the  country  of  every  Icind,  natural 
and  artificial,  and  seek  information  as  to  the  habits,  business, 
and  even  amusements  of  the  people.  But  in  its  inquiries  it  is  con- 
trolled by  the  same  guards  against  the  invasion  of  private  rights 
which  limit  the  investigations  of  private  parties  into  similar 
matters.  In  the  pursuit  of  knowledge  it  can  not  compel  the  pro- 
duction of  the  private  books  and  papers  of  the  citizen  for  Its  in- 
spection, except  in  the  progress  of  Judicial  proceedings,  or  in  suits 
instituted  for  that  purpose,  and  in  both  cases  only  upon  averments 
that  its  rights  are  in  some  way  dependent  for  enforcement  upon 
the  evidence  these  books  and  papers  contain. 

And  again  on  page  254: 

But  in  accordance  with  the  principles  declared  in  the  case  of 
Kilboume  v.  Thompson,  and  the  equally  important  doctrines  an- 
nounced in  Boyd  v.  U.  S.,  the  Commission  is  limited  in  its  Inquiries 
as  to  the  interest  of  these  directors,  officers,  and  employees  in 
any  other  business,  company,  or  corporation  to  such  matters  as 
these  persons  ma:^  choose  to  disclose.  They  cannot  be  compelled 
to  open  their  books  and  expose  such  other  business  to  the  inspec- 
tion and  examination  of  the  Commission.  They  were  not  prohib- 
ited from  engaging  in  any  other  lawful  business  because  of  their 
interest  in  and  connection  with  the  Central  Pacific  Railway  Co., 
and  that  other  business  might  as  well  be  the  construction  and 
management  of  other  railroads  as  the  planting  of  vines,  or  the 
raising  of  fruit,  in  which  some  of  these  directors  and  ofllcers  and 
employees  have  been  in  fact  engaged.  And  they  are  entitled  to  the 
same  protection  and  exemption  from  inquisitorial  investigation 
into  such  business  as  any  other  citizen  engaged  In  like  business. 

But  the  Commission  claims  that,  inasmuch  as  the  plain- 
tiff is  a  corporation,  it  has  the  authority  claimed  under 
the  visitorial  power  of  Congress.  That  the  power  sought 
is  visitorial  in  its  nature  is  clear,  for  in  order  to  give  the 
information  and  make  the  reports  required,  it  will  be 
necessary  (that  it  is,  so  appears  from  the  affidavits  on 
file)  for  the  plaintiff  to  keep  records  and  books  in  addi- 
tion to  those  now  kept  by  it  and  by  other  corporations 
engaged  in  a  like  business,  at  a  considerable  expense,  and 
to  make  monthly  reports  based  on  calculations  made  from 
such  records.  This  is  not  the  simple  obligation  of  a  wit- 
ness under  a  subpoena  duces  tecum,  to  answer  questions 
and  to  produce  books  and  records  for  inspection,  but  in 
addition  to  keep  records  a\id  make  calculations  and  re- 
ports. Such  a  burden  cannot  be  imposed  upon  an  ordi- 
nary witness.  Northern  Pacific  Railway  Uo.  v.  Keyes, 
91  Fed.  Rep.  47 ;  4  Wigmore,  section  2203,  page  2989. 

The  Commission  contends  that  the  order  served  upon 
the  plaintiff  does  not  undertake  to  prescribe  methods  of 
bookkeeping,  nor  to  keep  additional  records,  but  under 
the  allegations  of  the  bill  and  the  affidavits  filed  I  am  of 
the  opinion  that  this  contention  cannot  be  sustained. 
Tlie  plaintiff  cannot  comply  with  the  order  of  the  Com- 
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mission  without  changing  its  methods  of  bookkeeping. 
That  the  act  undertakes  to  vest  such  powers  (certaimy  as 
to  matters  connected  with  interstate  commerce)  in  the 
Commission  is  clear  from  section  10  of  the  act,  which 
provides  penalties  for  any  person  who  shall  willfully 
"neglect  or  fail  to  make  or  cause  to  be  made,  any  false 
entry  in  any  account,  records,  or  memorandum  kept  by 
any  corporation  subject  to  this  act,  or  who  shall  willfully 
neglect  or  fail  to  make  full,  true,  and  correct  entries  in 
such  accounts,  records,  or  memoranda  of  all  facts  and 
transactions  appertaining  to  the  business  of  such  corpo- 
ration." These  powers  could  only  be  justified  under  visi- 
torial  power. 

It  has  been  held  that  Congress  has  such  visitorial  power 
over  corporations  engaged  in  interstate  commerce  in  Wil- 
son V.  TL  S.,  221  U.  S.  361,  and  in  Ellis  v.  Interstate  Com- 
merce Commission,  237  U.  S.  434,  but  in  these  cases  the 
power  was  limited  to  that  portion  of  the  business  which 
was  under  the  control  of  the  Federal  Government.  No 
such  power  would  seem  to  exist,  however,  as  to  other  mat- 
ters, and  the  two  cases  referred  to  were  cases  in  which 
subpoena  duces  tecum  had  been  issued,  requiring  the  pro- 
duction of  a  corporation's  books  in  the  one  case  before  a 
grand  jury  investigating  charges  of  fraudulent  use  of  the 
mail  and  in  the  other  before  the  Interstate  Commerce 
Commission.  And  in  the  latter  case  the  court,  through 
Mr.  Justice  Holmes,  on  page  444  (237  U.  S.),  said: 

If  the  price  paid  to  the  Armour  Car  Lines  was  made  as  a  cover 
for  a  rebate  to  Armour  &  CJo.,  or  If  better  cars  were  given  to  Ar- 
mour &  Co.  than  to  others,  or  if,  In  short,  the  act  was  violated, 
the  railroads  are  responsible  on  proof  of  the  fact  But  the  only 
relation  that  is  subject  to  the  Commission  is  that  between  the 
railroads  and  the  shippers.  It  does  not  matter  to  the  responsibil- 
ity of  the  roads  whether  they  own  or  simply  control  the  facilities, 
or  whether  they  pay  a  greater  or  less  price  to  their  lessor.  It 
was  argued  that  the  Commission  might  look  into  the  profits  and 
losses  of  the  Armour  Car  Lines  (one  of  the  matters  inquired 
about)  in  order  to  avoid  fixing  allowances  to  it  at  a  confiscatory 
rate.  But  the  Commission  fixes  nothing  as  to  the  Armour  Car 
Lines  except  under  section  15  in  the  event  of  which  we  shall  speak. 

The  appellant's  refusal  to  answer  the  series  of  questions  put 
was  not  based  upon  any  objection  to  giving  much  of  the  informa- 
tion sought,  but  on  the  ground  that  the  counsel  who  put  them 
avowed  that  they  were  the  beginning  of  an  attempt  to  go  into  the 
whole  business  of  the  Armour  Car  Lines — ^a  fishing  expedition  into 
the  aflCalrs  of  a  stranger  for  the  chance  that  something  discred- 
itable might  turn  up.  This  was^  beyond  the  powers  of  the  Com- 
mission. In  re  Pacific  Railway' Commission,  32  Fed.  Rep.,  241; 
Interstate  Commerce  Commission  v,  Brinson,  154  U.  S.  447.  478, 
479;  Harriman  v.  Interstate  Commerce  Commission,  211  U.  S. 
407.  The  Armour  Car  Lines  not  being  subject  to  regulation  by 
the  Commission  its  position  was  simply  that  of  a  witness  inter- 
ested in  but  a  stranger  to  the  inquiry,  and  the  Commission  could 
not  enlarge  its  powers  by  making  the  company  a  party  to  the  pro- 
ceedings and  serving  it  with  notice.  Therefore  the  matter  to  be 
considered  here,  subject  to  the  qualification  that  we  aire  about  to 
state,  is  how  far  an  ordinary  witness  could  be  required  to  answer 
the  questions  that  are  before  the  court 
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In  the  case  of  a  corporation  doing  a  wholly  intrastate 
business,  could  it  be  said  that  Congress  had  any  visitorial 
power  under  the  commerce  clause  of  the  Constitution  of 
the  United  States?  Clearly  it  has  not.  The  fact  that  it 
happens  to  be  the  same  corporation  in  this  instance  which 
mines  and  ships  the  coal  does  not  give  Congress  any 
greater  powers  to  regulate  production  and  the  mtrastate 
commerce  of  such  corporation.  The  visitorial  power  of 
Congress  is  limited  to  that  part  of  the  business  over 
whicn  it  has  control,  and  which  under  the  Constitution  it 
has  the  power  to  regulate. 

In  Hammer  v.  Dagenhart,  247  U.  S.  261,  it  is  said 
(p.  260) : 

While  the  power  to  regulate  commerce  among  the  several  States 
is  in -the  same  grant  and  in  the  same  terms  with  the  power  ov^ 
foreign  commerce,  yet  there  is  a  difference  with  respect  to  the 
extent  of  that  power  growing  out  of  the  difference  In  the  relation 
of  the  United  States  to  the  two  kinds  of  commerce,  and  the  dif- 
ference in  the  right  of  the  citizen  of  the  United  States  and  the 
foreigner  to  engage  therein.  As  to  foreign  commerce,  the  United 
States  possesses  and  exercises  all  the  attributes  of  sovereignty. 
Ab  to  interstate  commerce,  it  exercises  only  that  portion  of  sov- 
ereignty delegated  to  it. 

* 

And  again,  page  261: 

However  much  the  Knight  case,  156  U.  S.  1,  may  be  weakened 
by  later  decisions,  its  distinction  between  production  and  com- 
merce is  still  effective  to  prevent  direct  congressional  regulation  of 
production  as  distinguished  from  sale  and  transportation. 

The  power  claimed  by  the  Commission  is  vast  and  un- 
precedented. The  mere  fact  that  a  corporation  engaged 
m  mining  ships  a  portion  of  its  product  to  other  States 
does  not  subject  its  business  of  production  or  its  intra- 
state commerce  to  the  powers  of  Congress.  Doubtless  the 
business  of  every  coal-mining  corporation,  whether  en- 
gaged in  interstate  business  or  not,  to  some  extent  affects 
interstate  prices  and  commerce,  but,  as  stated  in  U.  S.  v. 
Knight,  156  U.  S.  1  (above),  "The  power  to  control  the 
manufacture  of  a  given  thing  involves  in  a  certain  sense 
the  control  of  its  disposition,  but  this  is  a  secondary  and 
not  the  primary  sense."  No  sound  reason  is  given  why 
there  is  any  difference  in  the  business  of  coal  mining  of 
a  corporation  which  ships  its  coal  to  another  State  and 
that  of  a  corporation  which  does  not.  Interstate  com- 
merce is  not  affected  any  more  in  the  one  case 'than  in 
the  other. 

In  the  case  of  United  States  v,  Basic  Products  Co.,  260 
Fed.  Rep.  472,  in  which  it  was  urged  that  section  6  of  this 
act  was  unconstitutional,  not  only  in  so  far  as  it  author- 
ized investigation  and  compulsory  disclosure  of  matters 
which  are  beyond  the  commercial  powers  of  Congress  but 
also  in  so  far  as  it  attempted  to  authorize  a  search  or  seiz- 
ure by  an  administrative  agency  of  the  Government  with- 
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out  charge  or  suspicion,  Justice  Orr  of  the  District  Court 
of  the  Western  District,  Pennsylvania,  said: 

While  the  contention  of  counsel  is  probably  sound,  this  court 
does  not  deem  it  necessary  to  go  further  than  to  hold  that  the 
Oommission  has  not  the  power  to  carry  on  inyestigation  which  it 
has  assumed  in  the  present  case. 

In  the  same  decision  he  also  said: 

Imagination,  if  not  experience,  can  suggest  that  persons,  part- 
nerships, and  corporations  may  be  engaged  in  interstate  commerce 
by  the  transportation  of  merchandise  solely  by  water;  tiiat  their 
activities  may  give  them  their  income  from  lighterage;  or  they 
may  be  engaged  in  the  sole  business  of  forwarding  goods,  with  no 
interest  in  the  vessels  or  wagons  on  which  they  are  transported. 
The  foregoing  are  merely  the  illustrations  of  activities  which  may 
perhaps  be  within  the  scope  of  the  powers  granted  to  the  Ck)m- 
mission  by  the  act  as  found  in  the  fifth  section  thereof. 

Imagination,  however,  can  not  suggest  such  an  extension  of  con- 
stitutional limitation  as  may  Justify  the  investigation  undertaken 
by  the  Commission  in  this  case.  Indeed,  so  far  as  it  has  been 
brought  to  the  attention  of  the  court,  no  such  assertion  of  power 
has  ever  been  made  to  the  courts,  investigation  under  subdivision 
(a),  section  6,  is  limited  to  corporations  engaged  in  interstate 
commerce.    The  defendant  is  engaged  in  manufacture. 

I  am  of  the  opinion,  therefore,  that  no  such  visitorial 
power  as  that  claimed  by  the  Commission  in  the  instant 
case  has  been  vested  in  Congress  by  the  Constitution,  nor 
could  Congress  delegate  such  power  to  the  Commission. 

But  did  Congress  undertake  to  vest  such  power  in  the 
Commission?  It  is  the  dutjr  of  the  courts,  if  possible,  to 
give  the  statute  a  construction  which  would  not  conflict 
with  the  Constitution.  Knight  Templar  Co.  v.  Jarmon, 
187  U.  S.  197,  205. 

The  corporations  referred  to  in  the  act  are,  by  its 
termSj  limited  to  those  engaged  in  "commerce"  as  de- 
fined m  the  act,  and  all  the  powers  vested  in  the  Commis- 
sion should  be,  and  it  seems  may  be,  construed  with  this 
limitation.  But  the  Commission  has  undertaken  to  con- 
strue the  act  otherwise,  and  to  take  steps  under  its  con- 
struction of  the  act  to  require  information  and  reports 
not  relating  to  interstate  commerce,  but  relating  chiefly 
or  wholly  to  production,  and  under  its  orders  the  infor- 
mation which  it  has  the  power  to  demand  can  not  be 
separated  from  that  over  which  it  has  no  control.  While 
as  to  other  matters,  as  stated  in  In  re  Pacific  Railway 
Commission,  supra^  Congress  may  authorize  the  Commis- 
gion  to  obtain  information  upon  any  subject  which,  in  its 
judgment,  it  may  be  important  for  it  to  possess,  it  may 
not  compel  the  production  of  such  information  in  re- 
spect to  matters  over  which  the  Federal  Government  has 
no  control. 

It  f oUowSj  therefore,  that  the  Commission  can  not  com- 
pel the  making  of  the  reports  which  it  has  demanded  of 
the  plaintiff. 

The  plaintiff  further  contends  that  this  power  of  the 
Commission  has  been  taken  away  by  presiaential  order. 
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Much  proof  in  the  form  of  affidavits  has  been  introduced 
by  the  defendant  to  show  contemporaneous  constructions 
of  this  order,  and  that  the  power  claimed  by  the  Commis- 
sion in  this  case  was  not  taken  from  it.  The  order  is  am- 
biguous, but  in  view  of  my  opinion  as  to  the  power  of  the 
Commission,  it  is  not  necessary  to  decide  this  question  in 
passing  upon  the  application  for  a  preliminary  injunc- 
tion. 

Section  10  of  the  act  provides  that — 

if  any  corporation  required  by  this  act  to  file  any  annual  or  spe^ 
cial  report  shaU  faU  to  do  so  wltbin  the  time  fixed  by  the  Com- 
mission for  fiUng  the  same,  and  such  faUure  shaU  continue  for 
thirty  days  after  notice  of  such  default,  the  corporation  shall  for- 
feit to  the  United  States  the  sum  of  $100  for  each  and  every  day 
of  the  continuance  of  such  failure,  which  forfeiture  shall  be  pay- 
able into  the  Treasury  of  the  United  States,  and  snail  be  recover- 
able in  a  dvU  suit  In  the  name  of  the  United  States  brought  in  the 
district  where  the  corporation  has  its  principal  office  or  in  any 
district  in  which  it  shaU  do  business. 

The  plaintiff  has  failed  to  file  the  report  demanded  and 
the  Commission  has  notified  it  that  steps  will  be  taken  to 
recover  the  penalty  prescribed  above.  The  jurisdiction  of 
a  court  of  equity  is  not  questioned  by  the  defendants,  and 
as  I  am  of  the  opinion  that  the  Commission  has  not  the 
power  to  exact  the  reports  and  information  sought,  the 
injunction  prayed  for  will  issue  upon  plaintiff  executing 
bond  with  surety  to  be  approved  by  the  court  in  the 
penalty  of  $5,000. 

T.  C.  HURST  &  SON  v.  FEDERAL  TRADE  COM- 
MISSION ET  AL.» 

(District  Court,  E.  D.  Vu-ginia,  October  2, 1920.) 

1.  CoMMEROB  KsT  No.  7 — CONSTITUTIONAL  Law  Kst  No.  62,  240(1), 
296(1)— EifiNBNT  Domain  Key  No.  2(1)— Trade  Commission 
Act  Constitutional. 

Federal  Trade  Commiasion  Act  September  26,  1914,  paragraphs 
5,  6,  9, 10  (Comp.  St.,  Pars.  8836e,  88361,  88361,  8836]),  in  authorizing 
the  CommiBsion  to  prevent  unfair  methods  of  competition  in  com- 
merce by  proceeding  against  any  person,  firm,  or  corporation  be- 
lieved to  be  using  such  unfair  methods,  with  the  right  to  have  access 
to  and  require  the  production  of  documentary  evidence,  and  after  a 
hearing  to  order  the  respondent  to  cease  and  desist  from  using  such 
methods,  such  order,  however,  being  enforceable  only  by  the  Circuit 
Court  of  Appeals,  in  which  a  full  transcript  of  the  proceedings  is 
required  to  be  filed,  and  which  is  given  exclusive  jurisdiction  to 
affirm,  modify,  or  set  aside  the  order,  held  not  unconstitutional:  (1) 
As  beyond  the  constitutional  power  of  Congress;  or  (2)  as  delegating 

^InjuDctloiu  to  restrain  the  Cammission  from  proceeding  under  See.  5  were  also  sought, 
without  success,  in  the  cases  of  FedenU  Trade  Oommittion  v.  The  NvhmoUne  Co.  (Court 
of  Appeals  for  the  Seoood  Ciroult,  Aug.  16, 1918.  Memorandum  opinion  in  254  Fed.  088) 
and  MfitUrkk  Cb.aaLy,  Ftdenl  Trodi  C&mmUtton  (Supreme  Court  of  the  District  of 
Columbia,  Aug.  12, 1931.  No  opinion).  In  which  an  appeal  to  the  Court  of  Appeals  of 
the  District  failed  because  not  perfected  within  the  necessary  time. 
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legislative  power  to  the  Commigsion.  because  it  is  empowered  to 
determine  what  shall  constitute  unfair  methods  of  competition  in 
commerce;  or  (3)  because  it  attempts  to  regulate  intrastate  com- 
merce; or  (4)  because  the  proceedings  authorized  discriminate  be- 
tween persons  engaged  in  the  same  line  of  business  and  take  the 
property  of  one  without  due  process  of  law  and  without  just  com- 
pensation. 

2.  Trade-Marks  and  Trade-Names  Key  No.  68 — Gifts  or  Allow- 
ances TO  Customer's  Emplotbb  by  Merchant,  Without 
Knowledge  of  Employer,  Held  Unfair. 

The  Federal  Trade  Commission  has  the  right  to  decide  that  gratoi- 
ties  or  allowances  by  a  merchant  to  an  employee  or  agent  of  customer, 
without  the  knowledge  or  consent  of  the  employer,  is  unfair,  and  may 
order  persons  giving  the  same  to  cease  and  desist  therefrom. 

8.  Injunction*  Key  No.  7 — ^Proceedings  by  Trade  Commission  Will 
Not  Be  Enjoined. 

A  District  Court  will  not  grant  an  injunction  restraining  the  Fed- 
eral Trade  Commission  from  examining  the  books  and  records  of  a 
person  charged  with  using  unfair  methods  of  competition  in  com- 
merce, as  authorized  by  Federal  Trade  Comnuasion  Act  September 
26,  1914,  paragraph  9  (Comp.  St.,  par.  8836i),  in  view  of  the  fact 
that  by  section  5  (sec.  8836e)  of  the  act  the  Circuit  Court  of  Appeals 
is  given  exclusive  jurisdiction  to  review  proceedings  of  the  Com- 
mission. 

(The  syllabus  is  taken  from  268  Fed.  874.) 

In  Equity.  Suit  by  T.  C.  Hurst  &  Son  against  the 
Federal  Trade  Commission  and  its  members  and  counsel. 
On  motion  for  preliminary  injimction.     Motion  denied. 

Henry  Bowden  and  H.  G.  Cochran,  both  of  Norfolk, 
Va.y  for  complainants. 

E.  C.  Alvord  and  Charles  S.  Moore,  both  of  Washing- 
ton, D.  C,  for  defendants. 

Waddill,  District  Judge: 

The  bill  in  equity  in  this  case  is  filed  by  the  complain- 
ants, who  are  engaged  in  carrying  on  and  conducting 
business  as  ship  chandlers,  supplying  ships  with  provisions 
and  supplies,  and  delivering  such  provisions  and  supplies 
to  ships  within  the  State  m  Vimnia,  against  the  anove- 
named  defendants,  to  enjoin  ana  restram  them  and  each 
of  them,  their  agents,  servants,  employees,  and  subordi- 
nates, from  prosecuting  a  certain  complaint  inaugurated 
by  the  Commission  pursuant  to  its  oixler  of  the  29th  of 
June,  1920,  against  the  complainants,  T.  C.  Hurst  & 
Son,  wherein  it  is  averred  and  charged  that  the  said 
T.  C.  Hurst  &  Son,  at  Norfolk,  Va.,  while  engaged  in 
their  business  of  furnishing  merchandise  and  supplies, 
such  as  groceries,  provisions,  meats,  deck,  and  engine 
supplies,   for  transportation  in   interstate   and  foreign 
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commerce,  to  ships  engaged  in  commerce  between  the 
States  of  the  Umted  States,  and  between  the  United 
States  and  foreign  countries,  and  upon  foreign  and 
American-owned  vessels,  and  while  so  engaged,  in  direct 
competition  with  other  firms,  copartnerships,  and  cor- 
porations similarly  engaged,  gave  captains,  engineers, 
and  other  employees  of  vessels,  without  the  knowledge 
and  consent  of  the  owners  thereof,  sums  of  money  and 
other  gratuities,  as  an  inducement  to  influence  such 
employees  or  owners  to  purchase  supplies  from  the  re- 
spondents, the  complainants  herein,  which  said  acts 
were  charged  to  be  unfair  methods  of  competition  in 
commerce,  within  the  intent  and  meaning  of  section  5  of 
the  act  of  Congress  of  September  26,  1914,  creating  the 
Federal  Trade  Commission.  ^ 

The  said  complainants  further  sought  to  enjoin  and  re- 
strain the  Commission,  its  members,  agents,  and  attor- 
neys, from  enforcing,  or  attempting  to  enforce,  or  causing 
to  l>e  enforced  agamst  the  complainants,  its  members, 
agents,  servants,  employees,  or  customers,  any  of  the  pen* 
allies,  seizures,  and  lorfeituresprovided  in  the  act  of  Con- 

tress  aforesaid,  creating  the  Federal  Trade  Commission, 
ated  September  26,  1914,  38  Stat.  L.  717,  entitled  "An 
act  to  create  a  Federal  Trade  Commission,  to  define  its 
powers  and  duties,  and  for  other  purposes,"  and  from 
arresting  and  prosecuting,  or  in  anywise  interfering  with 
the  proper  business  and  affairs  of  the  complainant,  and 
from  requiring  them  to  produce  before  the  Commission  or 
its  examiners  or  agents,  the  books,  records,  papers,  and 
documents  bearing  on  and  showing  their  said  business, 
and  to  enjoin  and  restrain  the  Commission  and  its 
representatives  from  examining  said  books,  records, 
papers,  and  documents. 

The  complainants  aver  that  sections  6, 6, 9,  and  10  of  the 
act  creating  the  Commission  are  unconstitutional  and  void, 
(a)  because  bevond  the  powers  vested  in  Congress  by  the 
Constitution;  (b)  because  they  delejgate  to  the  Commis- 
sion legislative  authority,  in  violation  of  Articles  I  and 
in  and  Amendment  X  of  the  Constitution;  (c)  because 
the  Commission  is  empowered  to  define  and  determine 
what  shall  constitute  ''imfair  method  of  competition  in 
commerce";  {d)  because  the  act  attempts  to  regulate 
intra  as  well  as  interstate  commerce;  and  (e)  because 
the  order  and  proceedings  sought  to  be  enjoined  dis- 
criminates between  persons  engaged  in  the  same  line  of 
business  and  takes  away  the  property  of  one  without 
due  process  of  law  and  without  just  compensation  in 
violation  of  the  fifth,  sixth,  ninth,  and  tenth  amendments 
of  the  Constitution  without  molesting  the  other,  and 
for  other  alleged  grievances  more  particularly  and  spe- 
cifically set  up  in  uie  biU  of  the  complainants. 

The  importance  of  this  case  to  the  Government  is 
manifest,  as  it  seeks  in  effect  to  stay  the  hand  and 
destroy  the  efi^ciency  of  one  of  the  great  commissions 
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created  by  Congress  to  deal  with  the  matters  committed 
to  its  authority  and  control.  The  constitutionaUty  of 
the  act  itself  is  challenged,  also  the  right  of  the  Cominis- 
sion  to  decide  what  snail  constitute  unfair  competition 
and  of  Congress  to  authorize  it  so  to  do,  as  well  as  the 
manner  in  which  the  Commission  may  proceed  in  the 
discharge  of  its  duties  to  determine  what  is  unfair  com- 
petition, the  specific  complaint  being  that  the  Commission 
may  not  proceed  against  a  particular  person,  firm,  or 
corporation  believea  to  be  engaged  in  unfair  competi- 
tion, but  must  in  the  same  proceeding  include  all  other 
persons  similarly  engaged. 

With  a  view  of  showing  just  what  the  Commission  is 
empowered  to  do,  and  wnat  authority  and  jurisdiction 
this  court  has  to  act  in  respect  thereto,  reference  should 
be  had  to  the  provisions  oi  the  act  of  Congress  in  ques- 
tion. .  Section  5  of  the  act  is  as  follows: 

Sec.  5.  That  unfair  methods  of  competition  in  commerce  are  hereby 
declared  unlawful. 

The  Commission  is  hereby  empowered  and  directed  to  prevent  per- 
sons, partnerships,  or  corporations,  except  banks  and  common  carriera 
subject  to  the  acts  to  regulate  commerce,  from  using  unfair  methods  of 
competition  in  commerce. 

\^lienever  the  Commission  shall  have  reason  to  believe  that  any 
such  person,  partnership,  or  corporation  has  been  or  is  using  any 
unfair  method  of  competition  in  commerce,  and  if  it  shall  appear  to 
the  Commission  that  a  proceeding  by  it  in  respect  thereof  would  be  to 
the  interest  of  the  public,  it  shul  issue  and  serve  upon  such  person, 
partnership,  or  corporation  a  complaint  stating  its  charees  in  that 
respect  and  contaimng  a  notice  of  a  hearing  upon  a  day  and  at  a  place 
therein  fixed  at  least  thirty  days  after  the  service  of  said  complaint. 
The  person,  partnership,  or  corporation  so  complained  of  shall  have 
the  nght  to  appear  at  the  place  and  time  so  fixed  and  show  cause  why 
an  order  should  not  be  entered  by  the  Commission  requiring  such 
person,  partnership,  or  corporation  to  cease  and  desist  from  the  viola- 
tion of  the  law  so  charged  in  said  complaint.  *  *  *  if  upon  such 
hearing  the  Commission  shall  be  of  tne  opinion  that  the  method  of 
competition  in  question  is  prohibited  by  this  act,  it  shaU  maJce  a 
report  in  writing  in  which  it  shall  state  its  findings  as  to  the  facts,  and 
shall  issue  and  cause  to  be  served  on  such  person,  partnership,  or  corpo- 
ration an  order  requiring  such  person,  partnership,  or  corporation  to 
cease  and  desist  from  using  such  method  of  competition.    *    *    • 

If  such  person,  partnersliip,  or  corporation  fails  or  neglects  to  obey 
such  order  of  the  Commission  while  tne  same  is  in  effect,  the  Commis- 
sion may  apply  to  the  circuit  court  of  appeals  of  the  United  States, 
within  any  circuit  where  the  method  of  competition  in  question  was 
used  or  where  such  person,  partnership,  or  corporation  resides  or 
carries  on  business,  for  the  enforcement  of  its  order,  and  shall  certify 
and  file  with  its  ^plication  a  transcript  of  the  entire  record  in  the 
proceeding,  including  all  the  testimonv  taken  and  the  report  and 
order  of  tne  Commission.  Upon  such  nling  of  the  application  and 
transcript  the  court  shall  cause  notice  thereof  to  be  served  upon  such 

Serson,  partnership,  or  corporation  and  thereupon  shall  have  juris- 
iction  of  the  proceeding  and  of  the  question  determined  therein,  and 
shall  have  power  to  make  and  enter  upon  the  pleadings,  testimony, 
and  proceecungB  set  forth  in  such  transcript  a  decree  amrming,  mo(U- 
fying,  or  setting  adde  the  order  of  the  CommisBion.  The  findinos  of 
inh  Commission  as  to  the  facts,  if  supported  by  testimony,  shi^be 
conclusive.  *  *  *  The  judgment  and  decree  of  the  court  shall  be 
final,  except  that  the  same  shall  be  subject  to  review  by  the  Supreme 
Court  upon  certiorari  as  provide^  in  section  two  hundred  and  forty  of 
the  Judicial  Code. 
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Any  party  required  by  such  order  of  the  CommiMion  to  ceaae  and 
desist  from  using  such  method  of  competition  may  obtain  a  review  of 
such  order  in  said  circuit  court  of  appeals  by  filing  in  the  court  a 
written  petition  praying  that  the  order  of  the  Commiflsion  be  set  aside. 
A  copy  of  such  petition  shall  be  forthwith  served  upon  the  Oomnussion, 
and  thereupon  the  Ckimndssion  forthwith  shall  certify  and  file  in  the 
court  a  transcript  of  the  record  as  hereinbefore  provided.  Upon  the 
filing  of  the  transcript  the  court  shall  have  the  same  jurisdiction  to 
affirm,  set  aside,  or  modify  the  order  of  the  Commission  as  in  the  case 
of  an  application  by  the  Commission  for  the  enforcement  of  its  order, 
and  the  findings  of  the  Commission  as  to  the  facts,  if  supported  by  ' 
testimony,  shall  in  like  manner  be  conclusive. 

The  junsdiction  of  the  circuit  court  of  appeals  of  the  United  States 
to  enforce,  set  aside,  or  modify  orders  of  the  Commission  shall  be 
exclusive. 

The  aboye  extracts  from  the  act  of  Congress  make  it 
clear  just  what  the  powers  of  the  Federal  Trade  Com- 
mission are.  The  method  of  procedure  for  carrying  out 
and  executing  these  provisions  hj  the  Commission  is 
specific,  as  is  also  the  effect  of  its  decisions  and  the 
manner  in  which  the  same  may  be  enforced.  The  pur- 
pose of  the  act  is  to  make  unfair  methods  of  competition 
m  commerce  unlawful,  and  the  Conomission  is  empowered 
and  directed  to  prevent  persons,  partnerships,  or  cor- 
porations, other  tnan  banks  and  common  earners  subject 
to  the  act  to  regulate  commerce,  from  using  unfair 
methods  of  competition  in  commerce.  The  power 
granted  is  far-reaching  in  its  results  and  of  a  most  salu- 
tary character.  Banks  and  common  carriers  were 
doubtless  excepted  from  the  provisions  of  the  act, 
because  each  was  subject  to  the  direction  and  control  of 
a  separate  commission  largely  similar  to  that  of  the 
Trade  Commission. 

The  contention  that  the  act  of  Congress  is  unconstitu- 
tional for  any  of  the  reasons  specifiea  is  without  merit, 
as  it  is  manifestly  within  the  power  of  Congress  to 
legislate  generally  in  respect  to  the  burdens  that  may 
or  may  not  be  imposed  upon  foreign  and  interstate 
commerce,  and  it  is  also  within  its  power  to  declare 
what  would  be  fair  and  what  unfair  methods  and  deal- 
ings in  relation  thereto^  and  how  the  same  should  be 
ascertained  and  determmed.  The  Commission  is  given 
full  power  and  authority  to  investigate,  make  findings 
of  fact,  and  render  its  judgment  and  order  in  relation 
thereto,  and  before  the  same  is  carried  into  effect,  the 
judCTotent  of  the  circuit  court  of  appeals,  the  second 
highest  court  imder  the  Government,  is  to  be  sought 
by  the  Commission,  to  enforce  its  order,  and  any  party 
required  by  such  order  to  cease' and  desist  from  using 
such  method  of  competition  may  obtain  a  review  of 
such  order  in  the  circuit  court  of  appeals  by  filing  its 
written  petition  praying  therefor.  The  action  of  the  cir- 
cuit court  of  appeals  is  final,  save  that  when  its  interposi- 
tion is  sought  by  the  Commission,  certiorari  lies  from  its 
decision  to  the  Supreme  Court  of  the  United  States. 
The  jurisdiction  of  tne  cireuit  court  of  appeals  to  enforce. 
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set  aside,  or  modify  orders  of  the  Commission  is  exclusive. 
In  all  of  the  proceeding,  whether  before  the  Conmiission 
or  the  court,  the  amplest  provision  is  made  for  notice 
to  and  full  hearing  of  all  parties  interested,  and  for  this 
court,  for  any  of  the  reasons  urged,  to  anticipate  by 
injimction  the  action  of  the  Conmiission  and  the  judg- 
ment of  the  coiurt  charged  under  the  law  with  the 
review  thereof,  would  be  clearly  an  usurpation  of 
authority. 

Counsel  urgently  insist  that  injunctive  relief  be 
afforded  to  prevent  the  seizure  and  inspection  of  the 
complainant's  private  papers,  books,  and  records  showing 
their  business  transactions,  relating  to  the  subject  under 
investigation.  While  undoubtedly  the  relief  sought 
may  sometimes  be  afforded  by  injunction,  still  it  does 
not  seem  to  the  court  the  proper  remedy  here,  where 
the  enforcement  of  the  order  sought  to  be  enjoined  is 
exclusively  within  the  jurisdiction  of  the  circuit  court 
of  appeals.  Wilson  v.  Lambert,  168  U.  S.  611,  618. 
From  this  court's  action,  as  well  in  refusing  as  granting 
an  injunction  (Judicial  Code,  sec.  129),  an  appeal  lies 
direct  to  that  court,  and  it,  or  a  judge  thereof,  would 
doubtless  stay  proceedings  sought  to  be  enjoined,  where 
the  appeal  was  from  an  order  refusing  an  mjimction,  if 
in  the  judgment  of  the  court  such  action  should  be 
necessarv  to  meet  the  ends  of  justice. 

For  the  reasons  stated,  and  the  court  being  further 
of  opinion  that  the  Commission  acted  entirely  within 
its  nghts,  of  and  concerning  a  matter  liable  to  injuriously 
affect  commerce,  doth  decline  to  grant  the  injunction 
prayed  for. 

NATIONAL  HARNESS  MFRS.  ASSN.  v.  FEDERAL 
TRADE  COMMISSION  ET  AL,« 

(Circuit  Court  of  Appeals,  Sixth  Circuit,  December  7, 

1920.) 

No.  3289. 

1.  COMMBRCB  KbT  No.  3 — CONORESS  CAN  PrBVENT  UnFAIR  CoMPB- 

TinoN  IN  Interstate  Commerce. 

GongreflB  has  the  power  to  declare,  aa  it  did  by  the  Federal  Trade 
OommiflBion  Act  (Gomp.  St.,  pars.  8836a->8836k),  that  unfair  methoda 
of  competition  in  interstate  commerce  are  unlawful,  and  to  require 
that  their  practice  cease. 

2.  CoNSTiTxrnoNAL  Law  No.  80  (2)— Tradb-Ma&ks  and  Tradb 
Nambs  Ret  No.  80),  Nbw,  Voi..  8a  Kbt  No.  Series — ^FsoERAii 
Trade  Commission  Not  Given  Judicial  Powers  or  Invaixd 
Ezectttivb  Powers. 

The  authority  given  the  Federal  Trade  Commiamon  to  determine 
what  methods  of  competition  a  given  trader  employs,  and,  pro- 

•  R«Ti«wliic  ord«r  of  the  CoxniniBalim  la  F«d«nl  Tnd«  CommlaUon  t .  The  Whol** 
Mde  Saddlery  Ann.  etftl.,lF.T  C.83ft. 
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Yiflionally,  to  determine  whether  such  methods  are  un&ir,  subject 
to  right  of  review  by  the  courts,  does  not  confer  on  the  CommlBsion 
judicial  powera  or  invalid  executive  or  administrative  authority, 
contrary  to  Constitution,  Articles  1,  2,  3,  in  view  of  the  fact  that  the 
Commission's  determination  is  not  only  subject  to  review,  but  is 
enforceable  only  by  the  courts. 

3.  CoNSTiruTioNAL  Law  Kbt  No.  42 — Pabty  Can  Not  Complady 

OP  Invalid  Sections  Not  Invoked  Against  Him. 

A  petitioner,  seeking  review  of  an  order  by  the  Federal  Trade 
Gommifision  requiring  petitioner  to  desist  from  certain  practices, 
can  not  raise  the  question  that  the  inquisitorial  features  of  Federal 
Trade  Commission  Act,  paragraphs  9,  10  (Comp.  St.,  pars.  8836i, 
8836J),  violate  constitutional  amendment  4,  which  protects  against 
unreasonable  searches  and  seizures,  where  the  Commission  did  not 
attempt  to  exercise  against  petitioner  the  powers  given  by  those 
sections. 

4.  Tbade-Marks  and  Tsade  Names  Key  No.  80),  New,  Vol.  8a, 

Key  No.  Series — Trade  Commission  has  Jurisdiction 
OVER  Incorporated  Association  op  Manufacturers;  *' Cor- 
poration." 

Under  Federal  Trade  Commission  Act,  paragraph  6  (Comp.  St., 
par.  8836e),  gi\dng  the  Commission  jurisdiction  when  it  has  reason 
to  believe  that  any  person,  partnership,  or  corporation  is  guilty  of 
unfair  competition,  the  Commission  has  jurisdiction  over  methods 
of  an  association  of  manufacturers  in  a  certain  line,  though  the  asso* 
dation  is  unincorporated,  in  view  of  section  4  of  the  act  (sec.  8836d), 
defining  a  corporation  as  any  company  or  association,  incorporated 
or  unincorporated,  organized  to  carry  on  business  for  its  own  profit 
or  that  of  its  members. 

(Ed.  Note. — ^For  other  definitions,  see  Words  and  Phrases,  First 
and  Second  Series,  Corporation.) 

5.  Associations  Key  No.  20  (4) — ^Broitoht  into  Coitrt  by  Serviob 

ON  Oppicers  and  Accessible  Members. 
A  voluntary  association  having  many  members  may  be  brought 
into  court  by  service  on  its  officers  and  on  such  of  its  members  as  are 
known  and  can  be  conveniently  reached,  sufficient  being  served  to 
represent  all  the  diverse  interests. 

6.  Trade-marks  and  Trade-names  Key  No.  80^,  New,  Vol.  8A 

Key-No.   Series — Association   Wbose  Members  Are  En- 
gaged in  Interstate  Commerce  is  Subject  to  Jurisdiction 
OP  Trade  Commission. 
An  unincorporated  association  of  manufacturers  in  a  certain  Una 
of  business  is  subject  to  the  jurisdiction  of  the  Federal  Trade  Com- 
mission, if  its  members  are  engaged  in  interstate  commerce,  and  inter- 
state commerce  is  directly  affected  by  the  alleged  unfair  methods  of 
competition. 
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7.  Trade-masks  and  Trads-nambs  Kbt  No.  80),  Nbw,  Vol.  8A 

'  KbT-No.  SbRIBS — ^MbTHODS  of   GoMPBTITION  which  SUBOTAJr- 
TXALLT  AfFBCT  CONDITIONS  IN  HaRNBSS  TrADB   HavB  PuBUC 

Intbrest. 
The  activities  of  an  association  of  hamess  manufacturen,  which 
substantially  affect  conditions  in  the  hamess  and  saddlery  trade,  are 
such  that  proceedings  by  the  Federal  Trade  CommisBion  would  be 
to  the  interest  of  the  public,  so  that  the  Commission  has  jurisdiction 
thereof,  under  section  5  of  the  Federal  Trade  Commission  Act  (Comp. 
St.,  par.  8836e). 

8.  Trade -MARKS  and  Trade-names  Key  No.  68 — ^Trade  Commissiok 

Can  Prevent  Coercion  to  Separate  Jobbing  and  Retail 
Business. 

Attempts  by  an  association  of  harness  manufacturers  and  by  a 
saddle  maker's  association  to  coerce  the  separation  of  the  wholesale 
and  retail  hamess  dealers,  by  refusing  to  recognize  those  who  engage 
both  in  the  wholesale  and  retail  trade  as  authorized  jobbers,  and  to 
prevent  the  sale  by  manufacturers  of  accessories  to  such  persons,  are 
unlawful,  and  may  be  restricted  by  order  of  the  Federal  Trade  Com- 
mission. 

9.  Trade-marks  and  Tradb-names  Key  No.  80},  New,  Vol.  8A 

Kbt-No.  Sbribs — Trade  Commission  Act  ib  Preventivb. 

The  Federal  Trade  Commission  Act  (Comp.  St.,  pars.  8836a> 
S836k)  is  intended  to  afford  a  preventive  remedy,  not  a  compensatory 
one,  so  that  the  suggestion  that  no  damage  has  been  shown  by  the 
practices  complained  of  is  no  d^ense  to  proceedings  before  the 
Federal  Trade  Commission. 

(The  syllabus  is  takoi  from  268  Fed.  705). 

Petition  to  Set  Aside  Order  of  the  Federal  Trade  Com- 
mission. 

Original  petition  by  the  National  Hamess  Manufac- 
turers' Association  against  the  Federal  Trade  Commission 
and  others,  to  review  an  order  of  the  Commission  re- 
quiring petitioner  and  its  corespondents  to  cease  certain 
alleged  unfair  methods  of  competition  in  interstate  com- 
merce.   Order  of  Commission  affirmed. 

See,  also,  261  Fed.  170. 

Leonard  Garver,  jr.,  of  Cincinnati,  Ohio  (Lorbach  & 
Oarver,  of  Cincinnati,  Ohio,  on  the  brief),  for  petitioner. 

Marvin  Farrington,  of  Washington,  D.  C.  (Claude  R. 
Port<er  and  Marvin  Farrington,  both  of  Washington, 
D.  C,  and  Walter  B.  Wooden,  of  Chicago,  HI.,  on  tlie 
brief),  for  respondents. 

Before  Knappen,  Denison,  and  Donahue,  circuit  judges. 

EInappek,  Circfiit-  Judge: 

Original  petition  under  section  5  of  the  Federal  Trade 
Commission  Act  (Sept.  26, 1914,  C,  311 ;  U.  S.  Comp.  Stat. 
1916,  sees.  SS36a,  et  seq.)  to  review  an  order  of  the  Com- 
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mission  reauiring  petitioner  and  its  corespondents  to 
cease  and  aesist  from  certain  allied  unfair  methods  of 
competition  in  interstate  commerce. 

Tne  proceeding  was  brouglit  against  both  petitioner, 
The  National  Harness  Manufacturers'  Association  of  the 
United  States  of  America  (hereinafter  called  the  Harness 
Manufacturers'  Association  or  the  petitioner) ,  its  officers 
and  the  members  of  its  executive  committee  by  name,  as 
well  as  about  20  local  associations  composing  the  mem- 
bersUp  of  the  Harness  Manufacturers'  Association,  and 
the  Wnolesale  Saddlery  Association  of  the  United  States 
(hereinafter  called  the  Saddlery  Association),  its  officers 
and  the  members  of  its  executive  committee  by  name, 
and  a  large  number  of  named  persons,  firms,  or  corpora- 
tions composing  the  membership  oi  that  association. 
The  order  to  cease  and  desist  included  both  associations. 
The  Saddlery  Association  asks  no  review  of  the  Commis- 
sion's order. 

The  petitioner  here  assails  that  order  on  the  grounds, 
first,  that  the  Federal  Trade  Commission  Act  is  uncon- 
stitutional; second,  that  the  Commission  had  no  jurisdic- 
tion in  this  particular  case;  and,  third,  that  the  order  to 
cease  and  desist  is  not  supported  by  the  evidence. 

1.  The  constitutionality  of  the  act  is  assailed,  first, 
as  assuming — 

to  combine  legislative,  executive,  and  judicial  powers  and  functions  and 
to  confer  them  upon  one  and  the  same  administrative  bodjr,  contrary 
to  Articles  I,  II,  and  III  of  the  Constitution^  and  because  it  assiunes 
to  authorize  the  Commission,  which  is  ostensibly  an  administrative 
body,  to  deprive  persons  of  their  property  without  due  process  of  law, 
contrary  to  the  filth  amendment  of  tne  Constitution. 

This  proposition  is  to  our  minds  without  merit.  Con- 
gress plainly  has  power  to  declare  unfair  methods  of 
competition  unlawful  and  to  require  that  their  practicia 
cease.  This  Congress  has  done  oy  the  act  in  question. 
It  with  equal  clearness  has  the  power  to  authorize  an 
administrative  commission  to  determine  (a)  the  ques- 
tion what  methods  of  competition  the  given  trader 
employs,  and  (h)  provisionally,  the  mixed  question  of 
law  and  fact  whetner  such  methods  are  unfair.  These 
questions  being  determined  against  the  trader,  the 
administrative  requirement  to  •  cease  and  desist,  pre- 
scribed by  Congress,  follows,  as  matter  of  course,  out 
only  provisionaUy.  The  Conunission's  determination  of 
these  questions  is  not  final.  Not  only  does  the  statute 
give  a  right  of  review  thereon  upon  application  by  an 
ag^eved  trader,  to  a  Circuit  Court  oi  Appeals  of  the 
XJnited  States,  but  the  Commission's  order  is  not  enforce- 
able by  the  Commission  but  only  by  order  of  court. 
''It  is  for  the  courts,  not  the  Commission,  ultimately  to 
determine  as  matter  of  law"  what  the  words  ''unfair 
methods  of  competition"  include.  Federal  Trade  Com- 
mission V.  Gratz,  253  U.  S.  421, 40  Sup.  Ct.  Rep.  572,  575. 
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Throughout  the  proceedings,  not  only  before  the  Com- 
minion  but  before  the  coiirt,  the  trader  is  given  the  right 
and  opportunity  to  be  heard.  The  act  delegates  to  the 
Commission  no  judicial  powers,  nor  does  it,  in  our  opin- 
ion, confer  invalid  executive  or  administrative  author- 
ity. Buttfield  V.  Stranahan,  192  U.  S.  470;  Union 
Bridge  Co.  v.  United  States,  204  U.  S.  364 ;  Pennsvlvania 
Railroad  v.  International  Coal  Co.,  230  U.  S.  184;  Coopers- 
ville  Co.  V.  Lemon— C.  C.  A.  6—163  Fed.  146,  147,  et 
seq. ;  National  Coal  Co.  v,  C.  &  N.  W.  Ry.  Co.--C.  C.  A. 
7 — 211  Fed.  65.  The  criticism  that  the  statute  makes 
the  Commission  both  judge  and  prosecutor  is  too  unsub- 
stantial to  justify  discussion.  The  constitutionality  of 
the  act,  against  objections  similar  to  those  presented 
here,  has  recently  been  sustained  by  the  Circuit  Court  of 
Appeals  of  the  seventh  circuit  in  a  considered  and  persua- 
sive opinion.  Sears,  Roebuck  &  Co.  v.  Federal  Trade 
Commission,  258  Fed.  307.  None  of  the  petitioner's 
citations  contain,  in  our  opinion,  anything  necessarily 
opposed  thereto.  Upon  this  record,  we  have  no  occa- 
sion to  consider  the  construction  or  effect  of  the  pro- 
vision of  the  act  which  makes  conclusive,  if  supported 
by  testimony,  the  Commission's  findings  as  to  lacts  as 
distinguished  from  conclusions  of  law,  or  of  mixed  fact 
and  law.  In  saying  so,  however,  we  must  not  be  under- 
stood to  intimate  that  the  provision  referred  to  is 
invalid.* 

The  act  is  also  assailed  as  violating  the  fourth  amend- 
ment to  the  Federal  Constitution,  which  protects  against 
'' unreasonable  searches  and  seizures,''  which  petitioner 
asserts  are  provided  for  by  the  so-called  inquisitorial 
feature  of  section  9,  in  the  declaration  that  ''for  the  pur- 
poses of  this  act  the  Commission,  or  its  duly  authorized 
agent  or  agents,  shall  at  all  reasonable  times  have  access 
to,  for  the  purpose  of  examination,  and  the  right  tp  copy 
any  documentary  evidence  of  any  corporation  beW  m- 
vestigated  or  proceeded  against";  a  provision  whose 
enforcement  is  provided  for  by  section  10,  which  subjects 
any  person  to  nne  or  imprisonment,  or  both,  "  who  shall 
willfully  refuse  to  submit  to  the  Commission  or  to  any 
of  its  authorized  agents,  for  the  purpose  of  inspection  and 
taking  copies,  any  documentarv  evidence  ot  suc^  cor- 
poration in  his  possession  or  within  his  control." 

Of  this  criticism  it  is  enough  to  say  that  the  provisions 
in  question  of  sections  9  and  10  are  not  before  this  court. 
The  Commission  has  not  attempted  to  exercise  them. 
Section  9  otherwise  contains  complete  provision  for  en- 
forcing, by  subpoena,  the  attendance  and  testimony  of 
witnesses  and  the  production  of  all  documentary  evidence 
relating  to  any  matter  under  investigation.  Beyond  this 
the  Commission  has  not  gone.     That  one  attacking  a 

*  See  the  discussion  in  Buttfidd  v.  Stranahan,  s-ipra,  at  pp.  494  et  leq.;  alio  in  Union 
Bridge  Co.  v.  United  States,  supra,  at  pp.  377-387;  also  in  OoopersviOe  Oa.  sl 
supra,  at  pp.  147  et  seq.   [Cooit%  note.] 
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statute  as  unconstitutional  must  show  that  the  alleged 
unconstitutional  feature  injures  him  is  settled  by  a  long 
line  of  authorities,  among  which  are  Tyler  v.  Judges,  179 
U.  S.  405,  409;  Turpin  v.  Lemon,  187  U.  S.  51,  60,  61; 
Hooker  v.  Burr,  194  U.  S.  415,  419. 

2.  By  section  5  of  the  Federal  Trade  Commission  Act 
the  Conmiission  is  given  jurisdiction  when  it  has  reason 
to  beUeve  that  '^  any  person,  partnership,  or  corporation 
has  been  or  is  using  any  unfair  methods  of  competition  in 
commerce,  and  if  it  shall  appear  to  the  Comnussion  that 
a  proceeding  by  it  in  respect  thereof  would  be  to  the  in- 
terest of  the  public."  Section  4  of  the  act  defines  a  cor- 
poration as  '^  any  company  or  association,  incorporated  or 
unincorporated"  which  either  {a)  is  organizea  to  carry 
on  business  for  profit  and  has  shares  of  capital  or  capital 
stock,  or  (&)  is  '' without  shares  of  capital  or  capital 
stock,  except  partnerships,  which  is  organized  to  carry 
on  business  for  its  own  profit  or  that  of  its  members. 
The  Harness  Manufacturers'  Association  is  a  voluntary, 
imincorporated  association  and  thus  inr^thout  capital 
stock.  It  is  not  itself  engaged  in  business.  Petitioner 
contends  that  it  therefore  is  not  within  the  act.  But  this 
contention  overlooks  the  fact  that  the  association  is  not 
the  only  one  proceeded  against;  but  that  its  officers  and 
the  members  of  its  executive  committee,  as  well  as  its 
membership  generally,  are  included  in  the  proceedings  as 
parties  and  made  subject  to  the  Commission's  order. 
The  language  of  the  act  affords  no  support  for  the  thought 
that  individuals,  partnerships,  and  corporations  can  escape 
restraint,  under  the  act,  from  combming  in  the  use  of 
unfair  methods  of  competition  merely  because  they 
employ  as  a  mediimi  therefor  an  unincorporated,  volun- 
tary association,  without  capital  and  not  itself  engaged 
in  commercial  business.  The  order  may  be  enforced  by 
reaching  the  officers  and  members,  personally  and  in- 
dividually. A  voluntary  association,  naving  many  mem- 
bers, may  be  brought  into  court  by  service  on  its  officers 
and  such  of  its  members  as  are  known  and  can  be  con- 
veniently reached,  sufficient  being  served  to  represent 
all  the  diverse  interests.  Evanson  v.  Spaulding— C.  C.  A. 
9 — 150  Fed.  517.  Among  the  cases  under  the  antitrust 
act  which  have  enforc^  the  liability  of  individuid 
members  for  acts  in  violation  of  the  statute,  although 
done  through  a  voluntary,  unincorporated  association, 
are  Loewe  v.  Lawlor,  208  tj.  S.  274 ;  Dowd  v.  United  Mine 
Workers  of  America— C.  C.  A.  8 — 235  Fed.  1,  5,  6;  and 
(apparently)  Eastern  States  Lumber  Co.  v.  United  States, 
234  U.  S.  600.  These  cases  we  think  present  a  satis- 
factory analogy  to  the  instant  case. 

The  contention  that  the  Harness  Manufacturers'  Asso- 
ciation is  not  engaged  in  commerce  is  answered  by  the 
consideration,  first,  that  many  of  its  members  are  so  en- 
gaged, and,  second,  that  interstate  commerce  is  claimed 
to  have  been  directly  affected  by  the  alleged  unfair  meth- 
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ods  of  competition.  Loewe  v.  Lawlor,  supra;  Eastern 
States  Lumber  Co.  v.  United  States,  supra;  Nash  v.  United 
States,  229  U.  S.  373,  379.  The  objection  that  the  public 
is  not  interested  in  the  activities  of  the  association  is 
answered  by  the  fact  tiiat  if  the  Commission's  finding  are 
to  be  accepted  trade  conditions  in  the  harness  and  saddlery 
trade  have  been  substantiaUy  affected  by  the  methods  of 
competition  in  question.  This  subject  will  more  fully 
appear  by  consiaeration  of  the  nature  and  effect  of  the 
Commission's  findings. 

3.  The  harness  and  saddlery  trade  consists  broadly  of 
three  divisions:  (a)  Manufacturers  of  saddlery  hardware, 
harness  goods,  and  horse  furnishing  goods;  (&)  whole- 
salers and  jobbers  who  buy  the  last-mentioned  classes  of 
goods  from  the  manufacturers  and  themselves  manufac- 
ture harness  in  wholesale  quantities,  selling  both  classes 
of  products  to  the  retailer;  (c)  retail  harness  dealers  who 
sell  saddlery  goods  at  retail  and  to  a  small  extent  manu- 
facture harness. 

The  Comixiission's  finding  of  fact,  so  far  as  now  impor- 
tant, may  be  thus  summarized :  Prior  to  the  organizatioo 
of  the  Saddlery  Association  it  was  the  general  custom  for 
accessory  manufacturers  to  sell  direct  to  retailers;  and  in 
large  and  important  sections  of  the  United  States  the 
wholesale  ana  retail  saddlerybusiness  has  long  been  con- 
ducted as  one  operation.  The  Harness  Manufacturers' 
Association  is  a  voluntary,  unincorporated  association,  its 
membership  being  composed  largelv  of  city  and  district 
associations  in  various  cities  throughout  the  States  of  the 
Union,  the  membership  of  these  associations  being  oom- 

Eosed  of  concerns  engaged  in  manufacturing  and  selling 
amess  and  saddlery  goods  at  retail,  and  ^mo  purchase 
their  supplies  of  harness  and  saddlery  goods  largely  from 
whole  al  3rs  and  jobbers  in  interstate  commerce,  m^udiog 
members  of  the  Saddlery  Association.  The  membership 
of  the  Saddlery  Association,  which  comprised  the  greater 
part  of  the  wholesale  saddlery  trade  of  the  United  States, 
consisted  of  persons  and  concerns  engaged  in  selUi^  at 
wholesale  harness  and  saddlery  goods  in  interstate  com- 
merce throughout  the  various  IStates  and  Territories  of  the 
United  States  to  retail  dealers,  both  members  and  non- 
members  of  the  Harness  Manufacturers'  Association,  and 
in  direct  competition  with  other  persons  or  organizations 
similarly  engaged,  its  declared  policy  being  (at  variance 
with  the  condition  above  set  forth)  to  promote  a  system 
of  trade  hj  which  the  manufacturers  should  sell  to  jobbers 
only,  the  jobbers  to  the  retailers  only,  and  the  retailers 
alone  direct  to  consumers;  that  the  Saddlery  Association 
accordingly  adopted  and  established  a  rule  that  concerns 
doin^  a  combined  and  closelv  afGliated  wholesale  and  re- 
tail business  were  not  eli^ble  to  new  admission  into  ^e 
Saddlery  Association  (altnou^h  some  of  its  old  members 
were  still,  in  various  parts  of  the  United  States,  doin^  a 
combined  wholesale  and  retail  business) ,  as  weU  as  a  pohcy 
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that  such  concerns  were  not  entitled  to  recognition  as 
l^itimate  jobbers,  and  that  the  adoption  of  such  rule  and 
policy  were  brought  about  in  part  oy  the  influence  and 

Sressure,  and  in  response  to  the  overtures  of  the  Harness 
[anufacturers'  Association.  The  Commission  further 
found  that  the  officers,  committees,  and  members  of  the 
Harness  Manufacturers'  Association  and  of  the  Saddlery 
Association  have  actively  cooperated  to  establish  the 
principle  that  a  combinea  and  closely  affiliated  wholesale 
and  retail  business  was  not  a  le^timate  wholesale  busi- 
ness; ^  that  the  secretary  of  the  Saddlery  Association  has 
attempted  to  prevent  accessory  manufacturers  from  recog- 
nizing, as  legitimate  jobbers,  wholesalers  whose  names 
were  furnished  by  the  Harness  Manufacturers'.  Associa- 
tion to  the  Saddlery  Association,  as  complained  of  by 
retailers,  for  competmg  with  them;  and  that  the  Harness 
Manufacturers'  Association  has  used  its  influence  with  the 
Saddlery  Association  to  prevent  the  admission  of  specific 
concerns  to  membership  in  the  latter  association  and  the 
recognition  of  such  concerns  as  legitimate  jobbers. 

Tne  Commission  further  found  that  the  Ijamess  Manu- 
facturers' Association  has  requested  and  secured  the 
cooperation  of  members  of  the  Saddlery  Association  in  a 
refusal  to  sell  mail-order  houses,  hardware  stores,  general 
stores,  and  other  competitors  of  retail  harness  manufac- 
turers npt  recognized  by  the  Harness  Manufacturers' 
Association  as  legitimate;  that  the  latter  has  refused  the 
privilege  of  associate  membership  to  accessory  manufac- 
tiu^ers  and  jobbers  who  sell  to  mail-order  houses,  estab- 
lishing, however,  an  associate  membership  restricted  to 
manuiacturers  and  jobbers  who  do  not  sell  to  consumers 
and  to  mail-order  houses,  and  who  are  otherwise  in  hai- 
mony  with  the  policy  of  the  association,  and  issuing 
credentials  thereof  to  the  traveling  salesmen  ol  associate 
members  and  urging  and  encoiu*aging  the  afliliated 
retailers  to  withdraw  and  withhold  patronage  from  con- 
cerns whose  salesmen  were  not  so  equipped;  and  have 
induced  the  members  of  the  Saddlery  Association  to  use 
their  influence  with  the  accessory-  manufacturers  not  to 
sell  mail-order  houses;  and  that  oy  reason  of  refusals  of 
accessory  manufacturers,  due  to  objections  of  the  Sad- 
dlery Association,  to  recognize  as  jobbers  certain  com- 
Eetitors  of  members  of  that  association,  such  competitors 
ave  been  forced  to  buy  from  the  Saddlery  Association  at 
prices  higher  than  charged  by  manufacturers  to  recog- 
nized joboers.  The  Commission  further  found  that  as  a 
result  of  the  opposition  of  the  Harness  Manufacturers' 
Association  to  sales  by  manufacturers  and  jobbers  to  the 
classes  of  competitors  before  mentioned,  the  latter  had 
been  prevented  from  purchasing  as  freely  in  interstate 

t  It  b  to  be  noted  that  one  of  the  objects  of  the  Harness  Manufacturers'  Association 
asstated  In  its  constitution  and  by-laws,  is  *'to  protect  the  harness  dealers  from  the  un* 
(ust  sale  of  goods  by  wholesale  dealers  direct  to  the  consumers." 
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commerce  as  they  would  have  been  without  such  opposi- 
tion. The  findings  detail  many  instances  of  specific 
means  used  to  accomplish  the  various  classes  of  alleged 
unfair  methods  of  competition,  and  which  we  deem  it 
unneccessary  to  set  out. 

Both  the  Saddlery  and  Harness  Manufacturers'  Asso- 
ciation, its  officers,  committees,  and.  members  of  its  sub- 
sidiary and  affiliated  associations,  were  ordered  to  cease 
and  desist*from  conspiring  or  combining  between  them- 
selves to  induce,  coerce,  and  compel  accessory  manufac- 
turers to  refuse  to  recognize  as  le^timate  jobbers,  entitled 
to  bu^  from  manufacturers  at  jobbers'  prices  and  terms, 
individuals  and  concerns  doing  or  endeavoring  to  do  a 
combined  and  closely  affiliated  wholesale  and  retail  busi- 
ness; and  from  carrying  on  between  themselves  commu- 
nications having  the  purpose,  tendency,  and  effect  of  so 
inducing,  coercmg,  and  compelling  accessory  manufac- 
turers in  the  respect  above  reierredto. 

The  Harness  Manufacturers  Association,  its  officers, 
committees,  and  members  of  its  subsidiary  and  affiliated 
associations  were  ordered  to  cease  and  desist  from  (a) 
conspiring  or  combining  among  themselves  to  induce, 
coerce,  and  compel  manufacturers  and  jobbers  to  refuse 
to  sell  any  of  tne  competitors  of  retail  harness  manu- 
facturers* (6)  using  any  scheme  whereby  the  active 
membership  of  the  Harness  Manufacturers  Association 
concerted  to  favor  with  or  -confine  their  patronage  to 
manufacturers  and  jobbers  compris'mg  tne  associate 
membership  of  that  association  or  who  had  not  complied 
with  its  active  membership  by  selling  to  certain  com- 
petitors thereof;  (c)  using  or  continuing  any  system  of 
credentials  or  other  indication  of  manufacturers  and 
jobbers  sales  policies  with  regard  to  certain  competitors 
and  consumers,  and  from  encouraging  and  urging  retailers 
to  confine  their  patronage  to  or  to  patronize  manufac- 
turers and  jobbers  whose  sales  policy  is  in  harmony  with 
the  Harness  Manufacturers  Association's  requirements  as 
before  set  out;  id)  inducing  members  of  the  Saddlery 
Association  to  use  their  influence  with  accessory  manu- 
facturers not  to  sell  to  mail  order  houses  or  other  com- 
petitors of  retail  harness  manufacturers. 

In  our  opinion,  the  Commission's  finding  of  fact,  and 
the  existence  of  the  combinations,  schemes,  and  practices 
directed  to  be  discontinued,  are  amply  sustained  either 
bv  undisputed  testimony  or  by  the  great  preponderance 
oi  the  evidence.  This  conclusion  is  not  overcome  by 
petitioner's  criticisms  addressed  to  specific  features  of  the 
testimony.  The  findings  of  fact  being  so  supported,  the 
Commission's  order  is.  m  our  opinion,  fully  justified  by 
the  authorities  to  wnich  attention  has  already  been 
called,  including  especiaUy  Eastern  States  Lumber  Co.  v. 
United  States,  supra,  where  a  state  of  facts  quite  similar 
to  that  found  here  was  held  to  amount  to  a  violation  of 
the  Sherman  Antitrust  Act. 
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In  view  of  what  has  appeared,  the  criticism  of  lack  of 
public  injuiy  is  without  force.  The  suffgestion  that  nd 
damage  has  been  shown,  even  if  true  in  fact,  is  answereo 
by  the  consideration  that  the  remedy  afforded  by  the 
statute  is  preventive,  not  compensatory. 

The  order  of  the  Commission,  so  far  as  it  relates  to  the 
Flamess  Manufacturers  Association,  its  officers,  com- 
mittees, and  the  members  of  its  subsidiary  and  affiliated 
jissociations,  is  affirmed. 

CURTIS  PUBLISHING  CO.  v.  FEDERAL  TRADE 

COMMISSION.' 

(Circuit  Court  of  Appeals,  Third  Circuit.     March  2, 

1921.) 

No.  2611. 
1.  Ck>NTBAcr8  Key  No.  16d — Must  Be  Corstrxtcd  wfth  Rcvekence 

TO  EnVUIONMSNT  and  ClBCVlCBTAKGES. 

There  can  be  no  just  constmction  of  a  contract  without  an 
unden^tanding  of  the  general  situation  and  the  causes  which  led 
to  the  making  of  tlie  contract. 

Z.  Monopolies  Key  No.  17(2) — PBOHiBirions  of  Clayton  Act 
Limited  to  Sales  and  Leases. 

The  provision  of  Clayton  Act,  section  3  (Comp.  St.,  sec. 
S835c),  making  it  unlawful  to  lease  or  make  a  sale  or  contract 
for  sale  of  goods  on  condition  that  the  lessee  or  purchaser 
shall  not  deal  in  the  goods  of  a  competitor  of  the  lessor  or  sellier, 
is  limited  to  contracts  of  lease  or  sale  by  the  clear  meaning  of 
its  terms,  and  especialy  in  view  of  its  purpose  to  nrake  invalid 
certain  contracts  of  lease  or  sale  of  patented  articles  which 
the  Supreme  Court  had  shortly  before  held  to  be  valid. 

8.  Monopolies  Key  No.  17(2) — Contract  Appointing  District 
Agents  for  Distribution  of  Magazines  Held  Not  a 
"  Sale  **  Contract. 

A  contract  by  a  magazine  publisher  whereby  it  appointed 
another  as  its  agent  in  a  limited  district  for  the  purpose  of  sell- 
ing and  distributing  its  magazines  to  retail  dealers  and  to 
boys  who  sold  at  retail,  the  district  agents  not  being  required 
to  purchase  the  magazines  but  merely  to  receive  and  distribute 
them  and  to  pay  the  stipulated  price  for  those  which  they  did 
not  return  as  unsold,  is  not  a  contract  for  sale  of  goods,  so  that 
the  insertion  of  a  clause  therein  forbidding  such  district  agents 
to  sell  at  wholesale  the  magazines  of  any  other  publisher  wltli- 
ont  the  consent  of  the  principal  did  not  violate  the  Clayton 
Act. 

[Ed.  Note. — For  other  definitions  see  Words  and  Phrases, 
First  and  Second  Series,  Sale.] 

*  RevlewiDg  order  of  Cominisslon  in  Federal  Trade  CommiBsion  «• 
Curtis  Publishing  Co.,  II  F.  T.  20.  Petition  of  the  CommlRSlon  for  writ 
of  certiorari  in  this  case  was  granted  by  the  Supreme  Court  on  Jun« 
6,  1021. 
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4.  MowoPOLiEs  Key  Na  17(2) — Requiremknt  of  Indemnity  Cash 
Deposit  Held  Not  to  Make  Agency  Contbact  a  Sale. 

The  provision  of  a  contract  appointing  district  agents  for  the 
wholesale  distribution  of  magazines  that  the  agents  shall  de- 
posit with  the  publisher  a  cash  sum  as  security  tor  payment 
for  the  magazines  distributed  to  them,  which  sum  the  pub- 
lisher must  account  for  to  the  district  agent,  and  on  which  it 
must  pay  him  interest,  does  not  ma  Ice  the  agency  contract  a  con- 
tract for  the  sale  of  the  magazines  within  the  provisions  of  the 
Clayton  Act,  since  the  deposit  is  merely  a  cash  indemnity  to 
secure  the  performance  of  the  ngent*s  agreement  and  not  a  pay- 
ment for  the  magazines  shipped  to  him. 

J5.  Tbade-Marks  and  Tbade-Nakes  Key  No.  8(H,  New,  Vol.  8A 
Key-No.  Series — Unfair  Competition  Within  Trade  Com- 
J       mission  Act  a  Judicial  Question. 

I  Under  the  Trade  Commission  act  (Comp.  St.,  sees.  8836a- 
8836k),  making  unfair  competition  in  interstate  comrmerce  un- 
lawful, without  defining  unfair  competition,  the  determination 
of  whether  the  acts  established  amounted  to  unfair  competition 
is  a  judicial  question,  as  it  long  had  been  in  remedial  suits 
at  law  for  damages  and  injunction  suits  to  prevent  unfair 
comi>etition. 

6.  Tbade-Makks  and  Trade-Names  Key  No.  80J,  New,  Vou  8A 

Key-No.  Series — Court's  Supervisory  Powers  Under  Trade 
Commission  Act  Inclxjdeo  Determination  of  Unfair  Com- 
petition.  -     •• 

Under  the  Trade  Commission  act  (Comp.  St.,  sees.  883Ga- 
883Gk),  giving  to  the  Circuit  Courts  of  Appeals  supervisor}- 
powers  over  the  decisions  of  the  Trade  Commission,  but  making 
the  Conuuission's  findings  of  facts  conclusive,  the  courts,  in 
exercising  their  supervisory  powers,  can  determine  whether  the 
facts  established  show  unfair  competition ;  the  decision  of  tliat 
question  by  the  Commission  not  being  final. 

7.  Trade-marks  and  tbade-names,  Key  No.  SOi,  New,  vol.  8A  Key- 

No.  Series — Decision  on  unfair  trade  in  private  suit  is 
persuasive  in  procledings  under  Trade  Commission  Act. 
Where,  pending  proceedings  before  the  Trade  Commission  to 
determine  unfair  competition,  a  private  suit  was  instituted  by 
competitors  against  the  company  whose  methods  were  under 
investigation,  to  restrain  those  methods  as  unfair  competition, 
the  decision  in  tliat  suit  for  the  defendant  company,  though  it 
was  not  conclusive  In  the  proceedings  before  the  Trade  Com- 
mission or  on  review  thereof,  is  to  be  considered  by  the  super- 
visory court,  with  a  view  to  avoiding  conflicting  holdings  under 
substantially  similar  states  of  fact. 
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8.  Tbade-marks  and  trade-names  Key  No.  80^,  New,  vol.  8A  Key- 
No.   Series — Court  can  consider  proof  not  included  in 
Trade  Commission's  findings. 
Under  the  Trade  Commission  act   (Comp.  St,  sees.  88S6a- 
8836k),  giving  the  Circuit  Courts  of  Appeals  power  to  review  the 
decisions  of  the  Trade  Commission  and  to  enter  on  the  plead- 
ings, testimony,  and  proceedings  a  decree,  but  providing  that 
the  Commission's  findings  of  fact  shall  be  conclusive,  It  is  not 
only  the  province  but  the  duty  of  the  Circuit  Court  of  Appeals 
to  review  the  entire  testimony,  and  to  base  its  decree  not  only 
on  the  facts  found  by  the  Commission  but  also  on  those  estab- 
lished by  the  testimony  on  which  the  Commission  made  no 
findings. 

0.  Trade-marks  and  tkade-names,  Key  No.  8(H»  New,  vol.  8A  Key- 
No.  Series — Restrictive  clause  in  contract  with  maga- 
zine distributing  agents  held  not  unfair. 

Where  a  magazine  publisher  had  built  ui^  an  extensive  circa- 
lation  by  the  employment  of  schoolboys  as  salesmen,  and  an 
essential  element  of  tho  system  was  the  use  of  district  agents, 
appointed  to  receive  the  magazines  from  the  publisher  and  dis- 
tribute them  to  the  boy  salesmen,  and  to  recruit  and  train  the 
boys,  the  insertion  in  the  contract  appointing  such  district 
agents  of  a  clause  prohibiting  them  from  wholesaling  other 
magazines  without  the  written  consent  of  the  publisher,  which 
clause  had  never  been  enforced  except  against  two  competing 
publishers  who  had  endeavored  to  reap  the  benefit  of  the  first 
publisher's  organization  by  inducing  its  district  agents  to  dis- 
tribute the  competing  magazines  to  the  boys,  was  not  unfair 
competition  and  can  not  be  prohibited  by  tlie  Federal  Trade 
Commission  under  the  Trade  Commission  act. 

10.   TEADE-MABKS    and   TRADE-NAMES,    KEY   NO.    60^,    NeW,    VOL.    8A 

Kby-No.  Series — Evidence  held  not  to  show  restriction 

of  COMFETirORT. 

Evidence  introduced  before  the  Trade  Commission  that  tfaeiv» 
was  a  magazine  distributing  agency,  through  whom  the  competi- 
tors of  the  publisher  whose  practices  were  under  ifivcstigatiou 
could  distribute  their  periodicals  to  all  retail  dealers  through- 
out the  country,  shows  that  the  clause  in  the  contract  appoint- 
ing district  agents  which  restricted  such  agents  from  whole- 
saling competing  magazines  without  the  consent  of  the  appoint- 
ing publisher  did  not  prevent  the  distribution  of  the  comi)eting 
magazines. 

11.  Trade-marks  and  trade-names,  Key  No.  80i,  New,  vol.  8A 
Key-No.  Series — Question  of  monopqlt  imfobtant  in  de- 
termining unfair  competition. 

Freedom  of  access  by  competitors  to  the  consumer  and  entire 
absence  of  monopoly  is  an  important  element  in  the  decision  of 
cases  of  alleged  unfair  competition  under  the  Federal  Trade 
Commission  act  (Compt.  St.,  sees.  8836a-6830k). 
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li.  lN.n*MTioN  Kkt  Na  9 — Domr  xs  to  bight  mat  autbcoize 

livUlw^'^t^^w  *«  sw  drastic  mud  prohibitiTe  a  remedy ,  and  its 
K?«x^«iiKV  by  a  t^>urt  of  wjuitj'  so  carefully  safe«niard€*d,  tliat  to 
h«x^  !i\0\«;*nti;»l  ilouM  <*f  tV  wis.l  »iu  of  its  isBOe  often  snifictt 

\1^   Tft.KAvVMiv^ft   ^vTi  TaxOE  Xi.v^5  Kft-No.  S04,  New,  Vol.  &A 
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of  said  findings  are.  under  the  circumstances  therein  set  forth,  in 
violation  of  the  provisions  of  section  8  of  an  act  of  Congress  ap- 
proved October  15,  1914,  entitled  "An  act  to  supplement  existing 
laws  against  unlawful  restraints  and  monopolies,  and  for  other 
purposes.*' 

The  same  day  the  Commission  issued  a  restraining 
order  on  the  Curtis  Company  to  desist  from  continuing 
such  alleged  unfair  method  of  competition.  Thereupon 
the  Curtis  Publishing  Company  brought  this  proceeding 
to  obtain  a  review  or  such  order. 

The  act  of  September  26,  1914,  constituting  the  Trade 
Commission,  provides  as  follows : 

Sec.  5.  That  unfklr  methods  of  competition  in  commerce  are 
hereby  declared  unlawful.  •  •  •  Whenever  the  Commission 
shall  have  reason  to  believe  that  any  such  person,  partnership,  or 
corporation  has  been  or  is  using  any  unfair  method  of  competition 
in  commerce,  and  if  it  shall  appear  to  the  Commission  that  a  pro- 
ceeding by  it  in  respect  thereof  would  be  to  the  interest  of  the 
public,  it  shall  issue  and  serve  upon  such  person,  partnership,  or 
corporation  a  complaint  stating  its  chari^es  in  that  respect  *  *  * 
The  testimony  in  any  such  proceeding  shall  be  reduced  to  writing 
and  filed  in  the  office  of  the  Commission.  If  upon  such  hearing 
the  Commission  shall  be  of  the  opinion  that  the  method  of  com- 
petition in  question  Is  prohibited  by  this  act,  it  shall  make  a 
report  in  writing  in  which  it  shall  state  its  findings  as  to  the  facts, 
and  shall  issue  and  cause  to  be  served  on  such  person,  partnersliip, 
or  corporation  an  order  requiring  such  person,  partnership,  or  cor- 
poration to  cease  and  desist  from  using  touch  method  of  competi- 
tion. *  *  *  If  such  person,  partnership,  or  corporation  fails 
or  n^leets  to  obey  such  order  of  the  Commission  while  the  same 
is  in  effect,  the  Commission  may  apply  to  the  Circuit  Court  of  Ap- 
peals of  the  United  States,  within  any  circuit  where  the  method 
of  competition  in  question  was  used  or  where  such  person,  partner- 
ship, or  corporation  resides  or  carries  on  business,  for  the  enforce- 
ment of  its  order,  and  shall  certify  and  file  with  its  application  a 
transcript  of  the  entire  record  in  the  proceeding,  including  all  the 
testimony  talcen  and  the  report  and  order  of  the  Commission. 
Upon  such  filing  of  the  application  and  transcript  the  court  shall 
cause  notice  thereof  to  be  served  upon  such  person,  partnership,  or 
corporation  and  thereupon  shall  have  jurisdiction  of  the  proceed- 
ing and  of  the  question  determined  therein,  and  shall  have  power 
to  make  and  enter  upon  the  pleadings,  testimony,  and  proceedings 
set  forth  in  such  transcript  a  decree  affirming,  modifying,  or  set- 
ting aside  the  order  of  the  Commission.  The  findings  of  the  Com- 
mission as  to  the  facts,  if  supported  by  testimony,  shall  be  'con- 
clusive. ♦  ♦  ♦  Any  party  required  by  such  order  of  the  Com- 
mission to  cease  and  desist  from  using  such  method  of  competition 
may  obtain  a  review  of  such  order  in  said  Circuit  Court  of  Appeals 
by  filing  in  the  court  a  written  petiti<m  praying  that  the  order  of 
the  Commission  be  set  aside.  A  copy  of  such  petition  shall  be 
forthwith  served  upon  the  Coounission,  and  thereupon  the  Com- 
mission forthwith  shall  certi^  and  file  in  the  court  a  transcript 
of  the  record  as  hereinbefore  provided.  Upon  the  filing  of  the 
transcript  the  court  shall  have  the  same  Jurisdiction  to  affirm,  set 
aside,  or  modify  the  order  of  the  Commission  as  in  the  case  of 
an  application  by  the  Commission  for  the  enforcement  of  its  order, 
and  the  findings  of  the  Commission  as  to  the  facts,  if  supported 
by  testimony,  shall  in  like  manner  be  conclusive. 

In  pursuance  of  the  last  provision  of  the  statute  quoted 
above,  the  Curtis  Company  by  this  proceeding  seeks  a 
review  of  the  Commission's  order,  which  order^  together 
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with  the  Commission's  findings  of  fact  and  the  conclu- 
sion drawn  therefrom,  are  printed  at  length  in  the  mar- 
gin.^ An  examination  of  these  findings  of  fact  shows  that 
no  findings  wh.atever  have  been  made  in  reference  to  the 
greater  part  of  the  vast  volume  of  testimony  in  this  case, 
and  it  therefore  becomes  the  duty  of  this  court,  with 

*  Paraobaph  1.  That  the  re6poDdent«  Curtis  Publlghlng  Co.,   is  m  cor- 

tfration  organised  and  existing  under  and  by  virtue  of  the  laws  of  the 
tate  of  Pennsylvania,  having  its  principal  office  and  place  of  business 
in  the  city  of  Philadelphia,  State  of  Pennsylvania,  and  is  bow,  and  was 
at  all  times  hereinafter  mentioned,  and  for  many  months  prior  thereto, 
engaged  in  the  publication,  sale,  and  distribution  of  weekly  and  monthly 
periodicals,  in  commerce  among  the  several  States  and  Territories  of  the 
united  States  and  the  District  of  Columbia. 

Par.  2.  That  in  the  course  of  such  commerce  tbe  respondent  has  entered 
into  contracts  with  certain  persons,  partnerships,  or  corporations  to  sell 
or  distribute  its  magazines,  by  the  terms  of  which  eontracts  such  persons, 
partnerships,  or  corporations  have  agreed,  among  other  things,  not  to 
'*  act  as  agent  for  or  supply  at  wholesale  rates  any  periodicals  other  than 
those  published  bv  the  publisher,"  the  respondent  herein,  without  the 
written  consent  of  such  publisher ;  that  of  such  persons,  partnerships,  or 
corporations  approximately  four  hundred  fortyngeven  (447),  hereinafter 
referred  to  as  *'  dealers,*'  are,  and  previous  to  entering  into  such  contracts 
with  respondent  were,  regularly  engaged  in  the  business  of  wholesale 
dealers  in  newspapers  or  magazines,  or  both,  and  as  such  are  as  afore- 
said engaged  in  the  sale  or  distribution  of  magasines,  or  newspapers,  or 
both,  of  other  publishera;  that  many  of  said  four  hundred  forty -sevc^ 
(447)  dealers,  and  many  others  who  have  become  such  wholesale  dealers 
since  entering  into  such  contracts,  bound  bv  said  contract  provision  as 
aforesaid,  have  requested  respondent's  permission  to  engage  also  in  the 
sale  or  distribution  of  certain  puhlications  competing  in  the  course  of  said 
commerce  with  those  of  respondent,  which  permission  as  to  said  com- 
peting publications  has  been  uniformly  denied  by  respondent ;  that  in 
enforcing  said  contract  provision  as  to  said  dealers,  and  in  denying  them 
said  permission,  respondent  has  prevented  and  now  prevents  certain  of 
its  competitors  from  utilizing  established  channels  for  the  general  dia- 
tribution  or  sale  of  magazines  or  newspapers,  or  both,  of  different  and 
sundry  publishers;  that  such  established  channels  are  in  most  instances 
the  principal  and  most  efficient,  and  in  numerous  cases,  the  only  medium 
for  the  distribution  of  sucb  publications  in  the  various  localities  of  the 
United  States ;  that  such  method  of  competition  so  employed  by  respondent 
in  the  course  of  such  commerce,  as  aforesaid,  has  proved  and  Is  unfair. 

Par.  S.  That  in  the  course  of  such  commerce  tbe  respondent  has  made 
sales  of  its  magazines  to  or  entered  into  contracts  for  the  sale  of  the  snme 
with  certain  persons,  partnerships,  or  corporations,  by  tbe  terms  of  which 
sales  or  contracts  for  such  sales  such  persons,  partnerships,  or  corpora- 
tions have  agreed,  among  other  tl^ngs,  not  to  "  act  aa  agent  for  or  supply 
at  wholesale  rates,  any  periodicals  other  than  those  published  by  the  pub- 
lisher," the  respondent  nereln,  without  the  written  consent  of  such  pnb- 
lisher;  that  of  such  persons,  partnerships,  or  corporations  approximately 
four  hundred  forty-seven  (447),  hereinafter  referred  to  as  "  aealers,**  are. 
and  previous  to  entering  into  such  contracts  with  respondent  were, 
regularly  engaged  in  the  business  of  wholesale  dealers  in  newspapers 
or  magazines,  and  as  such  are  engaged  in  the  sale  or  diatribntlon  of  maga- 
sines or  newspapers,  or  both,  of  other  publishers:  that  many  of  said 
four  hundred  forty-seven  (447)  dealers,  and  many  otners  who  have  become 
such  wholesale  dealers  since  entering  into  such  contracts,  bonnd  by  said 
contract  provision  hereinabove  referred  to,  have  requested  renwndent's 
permission  to  also  engage  in  the  sale  or  distributipn  of  certain  publications 
competing  In  the  course  of  said  commerce  with  those  of  respondent,  which 
pcrmirMon  as  to  said  competlqg  publications  has  been  uniformly  denied; 
that  in  enforcing  said  contract  provision  as  to  said  dealers,  and  la 
denying  them  saia  permission,  respondent  has  prevented  and  now  prevents 
certain  of  its  competitors  from  utilizing  established  channels  for  the  gen- 
eral distribution  or  sale  of  magazines  or  newspapers,  or  both,  of  different 
and  sundry  pnbliahers;  that  such  established  channels  are  in  most  in- 
stances the  principal  and  most  efficient,  and,  in  numerous  cases,  the  only 
medium  for  the  distribution  of  such  publications  In  the  various  localities 
throughout  the  United  States;  that  the  effect  of  said  contract  provision 
has  been,  and  is,  to  substantially  lessen  competition  with  respondent's 
nmgaslnes,  and  tends  to  create  for  the  respondent  a  monopoly  in  the 
business  of  publishing  magazines  of  the  character  of  those  published  by 
respondent. 

Conclusions, — From  the  foregoing  findings,  the  CommiBslon  oondodcs 
that  the  method  of  competition  set  forth  In  paragraph  2  of  said  findings 
is.  under  the  circumsfances  therein  set  forth,  in  violation  of  the  provisions 
or  seetion  6  of  an  act  of  Congress  approved  September  26,  1914,  entitled 
**An  act  to  create  a  Federal  Trade  Commission,  to  define  Its  powers  and 
duties,  and  for  other  purposes,**  and  that  the  acta  and  eondnct  set  forth 
In  paragraph  3  of  said  findings  are,  under  the  circumstances  therein  set 
forth,  in  violation  of  the  provisions  of  section  8  of  an  act  of  Congress 
approved  October  15,  1914,  entitled  "An  act  to  supplement  existing  laws 
against  unlawful  restraints  and  monopolies,  and  for  other  purposcn.** 
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R  view  to  giving  due  effect  to  such  testimony,  to  here  re- 
cite what  the  proofs  disclose  as  to  the  operations  of  the 
defendant  company  in  those  matters  in  which  there  has 
been  no  finding  of  fact  by  the  Commission.  And,  indeed, 
in  our  opinion,  such  an  examination  and  the  ascertain- 
ment of  the  facts  of  such  prior  business  dealings  of  the 
respondent  company,  is  absolutely  essential  to  a  full  un- 
derstanding ana  a  just  determination  of  this  ease.  Ac^ 
cordingly  to  the  facts  deducible  from  such  testimony  this 
court  now  addresses  itself: 

The  Curtis  Publishing  Company  is  a  corporation  of 
the  State  of  Pennsylvania.  It  was  organized  in  1883 
with  a  capital  of  $2,500,000,  which  has  since  been  in- 
creased to  $25,000,000.  Its  business  was  the  publication 
of  periodicals,  and  from  its  incorporation  until  about 
1897  that  business  was  the  publication  of  the  Ladies 
Home  Journal.  *  In  1897  it  acquired  the  Saturday  Even- 
ing Post,  and  in  1911  the  Country  Gentleman.  The 
Journal  was  a  monthly  publication;  the  other  two 
weekly.  From  1883  to  1909,  with  the  exception  of  a  brief 
period  of  an  experiment  of  circulation  in  1906  through 
wholesalers^  the  Curtis  Company  distributed  for  these  2b 
years  the  Home  Journal  by  mail  and  through  the  Ameri- 
can News  Company,  the  business  of  which  latter  com- 
pany was  the  circulation  and  sale  of  newspapers  and 
magazines  through  the  United  States.  The  arrangement 
between  the  Curtis  Company  and  the  News  Company 
was  one  of  a  distributive  agent  and  not  of  sale,  the  undis- 
tributed copies  being  returned  to  the  Curtis  Company  by 
the  News  Company.  The  Curtis  Company  distributed 
the  Saturday  Evenmg  Post  by  the  same  metnod  for  somc^ 
two  years  after  its  acquisition,  but  ki  the  latter  part  of 
1899  it  began  to  sell  and  circulate  that  publication  by  the 
addition  of  schoolboy  agents  to  its  selling  staff;  and  in 
that  connection  we  here  note  that,  while  the  attempted 
use  by  some  of  the  competitors  of  the  Curtis  Company  of 
these  schoolboys  as  the  agencj  of  magazine  sale  and  per- 
sonal delivery  to  customers  is  the  end  which  these  com- 
petitors have  in  view,  yet  as  the  means  of  such  control  ot 
the  schoolboys  the  vital,  strategic  factor  underlying  this 
controversy  is  the  use  and  control  of  the  distributing 
agents  later  referred  to,  who  furnished  the  magazines  to 
the  boys,  and  who  are  the  operative  and  vital  connecting 
and  controlling  link  between  the  schoolboys  and  the 
Curtis  Company. 

These  combined  agencies  of  the  American  News  Com- 
pany and  the  schoolboys  organized  by  the  Curtis  Com- 
pany were  both  employed  ot  the  Curtis  Company  for 
some  10  years  thereafter.  During  this  time  the  new 
schoolboy  organization  had  grown  to  such  extensive  size 
and  had  been  so  successful  that  in  1910  the  Curtis  Com- 
pany wholly  discontinued  its  prior  status  of  distributive 
agency  with  the  American  News  Company,  and  there- 
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after  its  relation  with  the  News  Company  was  that  of 
sale  only,  instead  of  agency,  the  News  Comnany  not 
having  the  right  to  return  unsold  j)eriodical8  to  toe  Curtis 
Company.  At  that  time  the  Curtis  Company  began  also 
contracting  with  and  sending  its  publications  to  inde- 
pendent wholesalers  throughout  the  country  who  were 
not  related  to  or  connected  with  the  American  Newb 
Company. 

In  addition  to  its  contracts  with  the  American  News 
Company  and  the  wholesale  dealers  in  newspapers  and 
magazines  in  the  various  cities  and  towns  of  the  United 
States,  the  Curtis  Company  has  also  made  contracts  with 
persons  ^nd  concerns  who  had  not  previoiisly  been  en- 

§ag^d  in  the  sale  or  distribution  of  periodicals  for  distri- 
ution  through  boys..  The  number  of  wholesale  dis- 
tributors of  aU  kinds  under  contract  with  the  Curtis 
Company  was,  by  the  testimony,  shown  to  be  1^35. 

The  schoolboy  selling  orgamzation  of  the  Curtis  Pub- 
lishing Company  was  started  by  that  company  in  1899. 
At  that  time,  as  we  have  said,  practically  all  magazines 
and  periodicals  were  distributed  through  the  American 
News  Company.  The  Curtis  Company,  when  it  acquired 
the  Saturday  Evening  Post,  which  was  a  weekly  piiolica- 
tion,  conceived  the  idea  of  increasing  its  circulation 
through  schoolboys.  The  success  of  the  plan  in  selling 
the  Post  was  such  that  it  was  extended  to  the  Home 
Journal  and  the  Country  Grentleman.  At  first  these  boy 
salesmen  got  their  copies  not  through  local  distributing 
a^nts  but  direct  from  the  Curtis  Company  in  Philadel- 
pnia.  But  as  their  number  grew  it  was  round  difficult 
to  deal  directly  with  them  from  the  home  office,  and 
the  Curtis  Company  therefore  appointed  district  dis- 
tributinsc  agents  in  various  localities  whose  duty  it  was 
to  distribute  the  periodicals  to  the  boys  and  who  were 
likewise  charged  with  the  dutv  of  recruiting  and  super- 
vising die  boys  then^selves.  These  distributing  agents, 
largely  drawn  from  the  ranks  of  the  schoolboy  salesmen, 
are,  as  we  have  said,  the  permanent  keystones  and  piv- 
otal and  controUincr  factor  in  the  whole  plan,  for  the 
schoolboy  salesmen  being,  in  the  nature  of  tilings,  a  tem- 
porary and  changing  body,  they  must  be  constantly  re- 
cruited,, and  this  recruiting  the  distributing  agents  do. 
The  distributing  organization  as  a  whole  has  been  devel- 
oped and  is  being  carried  on  at  large  expense.  At  the 
present  time  it  consists  of  approximately  of  1,500  dis- 
trict agents^  having  supervision  of  some  35,000  boy  sales- 
men, iomI  the  organization  is  kept  up  at  an  expense  of 
about  $I.<500^000  a  year,  and  it  is  the  principal  agency 
employed  by  the  CuHas  C<Hnpany  in  distributing  its 
periodicals^  and  without  control  and  undivided  loyalty 
of  whidi  its  business  would  materially  suffer. 

The  proofs  ^low  that  the  drculation  of  the  Post  in- 
creased veiy  rapidly  with  the  use  of  these  schoolboy 
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salesmen,  but  that  this  was  only  brought  about  by  the 
overcoming  of  many  difficulties  and  the  expenditure  of 
large  sums  of  money,  and  the  education,  so  to  speak,  of 
the  boys  and  their  parents,  and  eventually  by  the  use  of 
local  distributing  agents,  who,  on  the  ground,  did  the 
work  the  Curtis  Company  originally  did  from  the  home 
office.  The  development  of  the  system  is  set  forth  in  the 
testimony  of  M.  £.  Douglas,  as  follows: 

Q.  Did  yon  encounter  any  difficulties  in  circulating  through 
boys  the  way  you  did? — ^A.  Yes. 

Q.  What  were  some  of  them? — A.  We  found  a  prejudice  in  the 
minds  of  the  parents  and  others  against  the  idea  of  having  boys 
sell  magazines  in  this  way.  They  looked  upon  the  work  of  selling 
magazines  as  being  the  same  as  the  work  done  by  newspaper  l)oys 
soling  new8pap«*3  on  the  streets.  There  was  a  prejudice  against 
it.  They  considered  the  newsboy's  work  as  blind-aUey  work. 
We  had  to  make  our  methods  different  and  our  plans  different  in 
order  to  win  the  cooperation  of  the  parents  and  teachers  and 
others,  and  that  required  long  and  arduous  work  and  the  expendi- 
ture of  a  good  deal  of  money.  We  had  to  inject  into  our  plan 
an  educational  context  in  order  to  win  the  convinced  participation 
of  parents  in  our  plan  with  respect  to  boya 

Q.  What  other  difficulties  did  you  have? — A.  We  found  the  boys 
fickle,  and  we  had  to  devise  various  ways  and  means  of  retaining 
their  interest  and  their  efforts.  Our  effort  was  almost  entirely 
to  get  steady  customers,  whom  the  boys  might  serve  regularly 
from  week  to  week,  and  M^e,  of  course,  had  to  teach  the  boys  how 
to  do  this  and  tell  them  how. 

Q.  Did  you  secure  the  cooperation  of  the  parents  and  the 
teachers  of  the  boys  you  had  selling  the  Saturday  Evening  Post? — 
A.  We  did. 

Q.  Waa  the  Post  in  the  beginning  known  throughout  the  coun- 
try?— A.  It  was  not  known  west  of  the  Alleghenies. 

Q.  What  was  th«  character  of  the  boys  who  were  selling  the 
Saturday  Evening  Po8t  at  the  time  you  mentioned? — ^A.  Almost 
all  home  boys  and  schoolboya*  who  sold  nothing  but  our  maga- 
zines. 

Q.  Explain  the  plan  you  had  of  selling  copies  of  the  Saturday 
Evening  Post  through  boys. — A.  As  I  stated,  the  boys  sent  in  their 
remittances  and  orders  to  Philadelphia,  and  we  mailed  the  copies 
back  to  the  boys.  Then,  in  order  to  carry  out  or  In  order  to 
accomplish  our  plans,  we  bad  to  make  it  possible  for  the  boys 
to  learn  how  to  sell.  We  began  printing  leaflets  and  pamphlets 
and  house  organs,  in  which  we  placed  suggestions  for  the  guidance 
of  the  boys,  telling  th^n  what  to  say  about  the  publications — tell- 
ing them  what  to  say  about  the  articles  or  features  of  the  publi- 
(«ations.  We,  in  short,  had  almost  to  put  into  the  mouths  of  boys 
what  they  should  say  about  the  articles  in  the  magazines,  and  we 
had  to  help  them  to  identify  the  class  of  readers  to  whom  to  go. 
We  had  to  associate  the  particular  article  with  the  prospective 
purchaser  in  the  mind  of  the  boy,  in  order  that  lie  might  judge 
how  to  intelligently  approach  the  reader  who  woukl  t>e  most  apt 
to  buy  the  particular  article  or  issue.  That  required  a  good  deal 
of  work,  in  addition  to  the  other  necessity  of  ^tting  the  convinced 
participation  of  the  parents  of  the  boys  in  this  proi>osed  plan. 

Q.  How  did  you  obtain  the  participation  of  the  parents  and 
teachers?—- A.  We  bnilt  up  a  circulation  of  25,000  to  40,000,  and 
then  we  found  it  difficult  to  make  further  increases.  The  in- 
creases that  had  been  made  up  to  that  point  did  not  follow,  and 
we  began  to  analyze  the  reasons  for  that,  and  we  found  that  it 
was 

Q.  How  did  you  obtain  the  participation  of  the  parents  and 
teachers  that  you  spoke  about? — ^A.  By  emiAaaizing  the  busini 
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training  value  of  this  work  and  pointing  out  what  was  involved 
in  it. 

Q.  How  was  that  done? — ^A.  By  concrete  illustrations  as  to  what 
was  involved  in  that. 

Q.  Was  that  done  by  traveling  men  or  correspondence? — ^A.  We 
began  with  a  few  traveling  men  in  about  1901,  and  we  gradually 
increased  the  force,  so  that  we  had  traveling  men  as  well  as  corre- 
spondence helping  to  this  end. 

Q.  What  educational  feature  was  incorporated  in  your  method? — 
A.  Eventually  we  worked  out  the  plan  of  the  League  of  Curtis 
Salesmen. 

Q.  The  what? — ^A.  The  league  of. Curtis  Salesmen. 

Q.  What  was  that? — A.  A  league  composed  of  the  organization 
of  our  better  boys — the  boy  reaching  the  highest  rank  in  the  league 
is  assured  of  a  good  salaried  position  obtained  by  us  for  him. 
There  are  several  ranks  in  the  league.  This  was  the  culmination 
of  our  effort  at  imparting  the  educational  content  to  the  parents. 

Q.  That  was  the  culmination  of  your  effort  that  began  in  1899 
or  1900,  when  you  first  started  to  break  down  this  prejudice  of 
^     the  parents  and  teachers? — A.  Yes,  sir. 

Q.  Which  you  testified  about?— A.  Yes,  sir. 

Q.  Was  there  anything  with  respect  to  the  vocational  training 
of  boys,  other  than  you  have  testifie<l,  with  respect  to  the  Instruc- 
tion that  you  gave  them? — A.  Oh,  yes;  we  have  used  moving-pic- 
ture films,  and  we  have  had  conventions 

Q.  I  mean  at  that  time. — A,  In  the  early  time? 

Q.  Yes. — A.  We  emphasized  points  like  this:  Boys  in  connec- 
tion with  this  work  have  opportunities  to  learn  something  about 
the  keeping  of  accounts,  because  they  have  accounts  to  keep  with 
their  customers  and  with  the  district -agent,  and  we  emphasized 
the  desirability  of  learning  salesmanship  by  reason  of  the  fact 
that  the  vocation  of  salesmanship  lis  one  of  those  vocations  hav- 
ing a  large  number  of  people  employed  in  it — larger,  in  fact,  than 
all  but  three  or  four  other  vocations,  perhaps.  For  instance, 
bookkeeping — that  is  taught  in  almost  every  public  school,  yet 
there  are  several  salesmen  for  each  bookkeeper,  and  you  hardly 
find  salesmanship  taught  in  any  high  school — at  least  not  one 
in  a  thousand. 

Q.  At  that  time,  in  1899  and  1900,  the  boys  were  in  direct  con- 
tact— that  is,  the  boys  who  were  selling  the  Saturday  Evening 
Post — were  in  direct  contact  with  the  main  ofllce  of  the  Curtis 
Publishing  Company  in  Philadelphia? — ^A.  Yes,  sir. 

Q.  Did  yon  have  any  local  agents  at  that  time — ^in  the  begin- 
ning?— ^A.  Not  in  the  beginning. 

Q.  What  gave  rise  to  the  appointment  of  local  agents?  Just 
briefly  explain  that,  Mr.  Douglas. — A.  We  found  need  of  local 
supervision. 

Q.  Local  supervision  of  the  boys? — ^A.  Local  supervision  of  the 
boys — ^yes,  sir — ^in  order  to  adapt  It  locally,  to  meet  local  condi- 
tions, the  plans  I  have  described.  That  is  when  we  began  ap- 
pointing district  agents. 

Q.  When  did  you  appoint  the  first  district  agent  of  the  Curtis 
Publishing  Company? — A.  The  first  district  agent  was  appointed  in 
about  1901. 

Q.  Who  was  it?— A.  Beverly  Roy  Dudley,  of  Richmond,  Va. 

Q.  Was  he  a  boy  salesman? — ^A.  He  had  been  a  boy  salesman. 

Q.  He  had  been  a  boy  salesman? — ^A.  Yes,  air. 

Q.  He  was  the  first  district  agent  appointed? — A.  Yes,  sir;  the 
first  district  agent  appointed. 

Q.  Who  was  the  next  agent  appointed? — ^A.  I  Uilnk  the  next  was 
Wallace  Greenbaum,  of  Denver,  Colo. 

Q.  Had  he  been  a  boy — a  Curtis  boy?— A.  Tes^  sir;  lie  had  been 
a  Curtis  boy. 
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Q.  Did  you  keep  on  appointing  district  agents  after  that,  from 
time  to  time? — ^A.  We  appointed  a  few  and  watclied  them  to  see 
what  developed,  and,  as  excellent  progress  followed,  then  we  began 
4ippointing  other  district  agents  Just  as  fast  as  we  could  every- 
where. 

Q.  Hare  you  any  idea  about  how  many  you  had  after  the  first 
six  months — ^just  approximately? — A.  We  probably  worked  for 
about  three  months  with  a  dozen  to  see  what  the  developments 
were.  Then  within  six  months  after  that  I  should  say  we  had  a 
hundred  or  two. 

Q.  What  was  the  main  reason  for  your  appointing  these  district 
agents  and  what  were  they  supposed  to  do? — ^A.  We  tva/nted  a  rep- 
resentative  locally — an  agent  locaUu — tcho  \dou14  coach  these  hoys 
and  train  them  as  salesman.  We  ica/nted  to  shift,  toith  respect  to 
this  effect,  the  center  of  gravity  from  Philadelphia  to  these  cities 
and  have  an  agent  there  who  would  coach  these  boys  and  do  the 
^ame  things  we  were  doing  at  Philadelphia, 

Q.  Did  that  involve  meeting  with  the  parents  and  teachers? — 
A.  Yes,  sir ;  that  involved  meetings  with  the  parents  and  teachers. 

Q.  What  did  the  agent  have  to  do  at  that  time  with  respect  to 
making  any  reports? — ^A.  Very  soon,  in  due  course,  after  we  had 
appointed  a  considerable  number  of  them,  so  it  became  a  practical 
thing,  then  we  began  to  ask  them  to  make  reports  of  sales  by  boys 
individually.  Of  course,  when  we  appointed  one  of  those  agents 
we  turned  over  to  the  agent  all  the  boys  in  the  town  who  had  been 
previously  buying  from  us  and  asked  them  to  buy  from  the  district 
agent,  thereby  giving  the  district  agent  the  local  organization  to 
start  with,  giving  them  the  boys  we  had  been  previously  supply- 
ing ;  and  as  soon  as  it  became  a  practical  thing  we  had  these  agents 
report  to  us  the  sales  by  the  boys  individually. 

Q.  So  after  1901,  which  was  the  beginning  of  the  employment  of 
district  agents,  you  testified,  I  think,  that  you  put  in  more  from 
time  to  time  at  various  places? — A.  Just  as  fast  as  we  could. 

Q.  Now,  at  that  time,  how  were  the  district  agents  located 
and  found — ^selected? — A.  They  were  placed  largely  by  correspond- 
ence, for  the  reason  that  in  the  early  days  we  did  not  have  an 
adequate  force  of  men.  We  had  applications  from  a  number  of  the 
boys  asking  for  appointment.  In  our  house  organs  we  made  mea- 
tion  of  the  arrangements  that  had  been  made  with  district  agents. 

Mr.  Daly.  What  question  is  he  answering? 

Mr.  Welch.  He  is  answering  how  the  district  agents  were  se- 
lected and  found. 

The  Witness.  In  our  house  organs  we  made  mention  of  the  ar- 
rangements that  had  been  made  with  Beverly  Roy  Dudley,  and 
with  Wallace  Greenbaura,  and  with  others,  and  this  resulted  in 
applications  coming  to  us  from  boys  in  other  cities,  who  wanted 
similar  arrangements  made. 

Q.  Did  3'ou  have  any  traveling  men  appointed  then? — ^A.  We 
had  a  few ;  yes.  Then,  as  we  found  this  plan  proving  successful, 
we  advertised.    We  advertised  for  persons  to  act  as  agents  for  us. 

Q.  And  this  was  covering  the  period  from  1901  up  to  about 
when?  That  is,  it  was  a  continuing  period,  after  1901? — ^A.  Con- 
tinuing period;  yes. 

Q.  Now,  what  was  the  character  of  the  men,  other  than  boys, 
that  were  appointed  district  agents? — A.  Chiefly  retail  dealers, 

Q.  Retail  dealers  in  what? — ^A.  News  dealers,  stationers,  book 
stores,  druggists,  tobacconists,  candy  stores  occasionally — every 
kind  of  a  retail  store. 

Q.  Did  you  endeavor  at  first  to  obtain  as  district  agents  one  of 
the  boys  who  had  been  selling  the  Post? — A.  The  preference  was 
always  given,  under  our  original  instructions,  to  one  of  the  boys 
who  had  previously  been  selling,  if  there  were  one  qualified  for 
leadership  of  the  others. 

Q.  And,  following  that,  your  traveling  men  or  you  would  aptioint 
a  retail  dealer? — A.  Some  one  qualified  for  leadership,  chiefly 
retailers. 
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Q.  And  you  kept  on  appointing — did  you  after  that  keep  on 
appointing  boys  as  district  agents,  whereyer  available? — ^A.  Yes; 
we  still  do  so. 

Q.  And  still  do  It?— A.  Yes. 

Q.  That  is,  boys  who  previously  sold  the  Post  and  the  Cartls 
publications? — A.  Yes;  there  are  thousands  of  bops,  right  now, 
looking  forward  to  the  time  when  tliey  may  get  to  he  district 
agents. 

Q.  What  did  you  do  with  respect  to  extending  district  agents 
or  not? — A.  In  about  1909  we  began  to  use  traveling  men  on  a 
kirge  scale,  to  appoint  district  agents  in  towns  where  we  then  had 
not  appointed  them. 

From  this  it  will  be  seen  that  the  derelopment  of  these 
district  agents  was  a  natural  outgrowth  of  the  commercial 
and  fair  development  of  the  business;  that  the  first  dis- 
trict agent  was  appointed  in  1901 ;  that  the  first  appoint* 
ees  were  old  boy  salesmen;  that  on  the  district  agents 
was  placed  the  responsibility  of  personally  dealing  with 
the  boys  locally,  instead  of  inxn  the  home  office  at  I'hila- 
delphia ;  that  beginning  with  a  few  such  local  distributing 
agents  the  success  of  the  movement  developed  rapidly; 
and,  indeed,  the  very  business  of  these  distributing  agents, 
which  these  two  competing  companies  seek  to  Siare, 
namely,  the  boy  force  of  these  agents,  was  turned  over  to 
the  agents  originally  by  the  Curtis  Company  itself. 

As  the  plan  of  working  through  distributing  district 
agents  proved  successful  the  Curtis  Company  began  ad- 
vertising for  persons  to  act  as  distributing  agents — ^  news 
dealers,  stationers,  book  stores,  druggists,  tobacconists, 
candy  stores,  originally — every  kind  of  a  retail  store." 
However,  the  preference  was  always  given  to  one  of  the 
boys  who  had  developed  in  the  boy  organization,  and 
the  extent  of  this  preierence  for  the  boys  was  shown  by 
the  fact  that,  out  of  1,700  or  1,800  distributing  agents,  the 
Curtis  Company  had  had,  in  1910.  about  85  per  cent  of 
boys  and  retail  dealers.  Indeed,  the  fact  that  from  the 
boys  there  were  being  developed  trained  distributing 
agents,  and  that  these  mstributing  agents  were  recruiting 
new  boys,  shows  how  widespread  and  corrdated  the  two 
factors  were. 

Q.  About  how  many  district  agents  did  the  Curtis  Publishing 
Company  have  in  1910,  approximately,  if  you  know  now? — ^A. 
About  1.700  or  1,800. 

Q.  Did  they  have  that  many  as  early  as  1910? — ^A.  I  think  so. 

Q.  You  testified  that  most  of  these  district  agents,  in  1910,  were 
boys  and  retail  dealers.  Can  you  give  any  estimate  of  what  per- 
centage were  boys  and  retail  dealers? — ^A.  About  85  per  cent 

This  general  plan  seems  to  have  been  original  with 
the  Curtis  Company,  the  proof  being  that  "  at  that  time 
there  was  no  other  publisner  of  magazines  which  circu- 
lated its  magazines  through  local  district  i^nts  supplied 
directly  by  the  publisher  and  by  the  boys.'°  It  will  thus 
be  seen  that  in  its  novelty  and  success  it  was  a  new  factor 
within  its  sphere  of  developing  a  new  and  not  of  operat- 
ing an  old  neld  of  commerce. 


CUBTIS  PUBLISHING  CO.  TB.  FEDSBAL  TBADE  COMMISSION.     691 

Up  to  1910  the  distributing  district  agents  sold  their 
publications  direct  to  the  boys  only,  and  retail  news  deal- 
ers were  supplied  by  the  American  News  Ctompany. 
Shortly  before  that  tune,  owing  to  business  friction  be- 
tween the  Curtis  Company  and  the  American  News  Com- 
pany, the  district  distributing  agents  were  left  free  to 
deliver  copies  of  the  Evening  Post  to  retailers,  and  this 
arrangement  was  later  extended  to  the  Ladies'  Home  . 
Journal.  Up  to  the  year  1910  the  Curtis  Company's  dis- 
trict agents  wholesaled  no  other  magazines  than  the  Cur- 
tis Company's  Post  and  Ladies'  Home  Journal,  a  business 
practice  to  which  no  one  is  shown  to  have  objected  as 
unfair  business  competition.  The  expense  of  maintain- 
ing these  sales  through  the  distributing  district  agents 
and  the  boys  at  large  amounted  in  1908  to  over  $250,000 
and  in  1909  to  over  $376,000. 

In  1912  the  Curtis  Company  acquired,  as  we  have  said, 
the  Country  Gentleman  and  distributed  it  through  its 
distributing  district  agents  and  boys  and  through  the 
American  News  Company  in  the  same  way,  and  from 
that  time  on  has  continued  to  expend  large  sums  for 
prizes,  etc.,  among  its  distributing  agents  and  the  boys, 
approximately  the  following  sums:  1913,  $89,000;  1914, 
$88,000;  1916,  $126,000;  1916,  $184,000;  1917,  $136,000. 
The  personal  character  of  the  work  of  the  local  distribut- 
ing agents  and  the  personal  relation  of  these  boys  to  the 
Curtis  Company  and  its  local  distributing  agents  was 
shown  by  the  proofs.  As  a  part  of  the  boys'  compensa- 
tion, the  company  paid  the  dues  in  the  Y.  M.  C.  A.  of  a 
large  number  of  boys;  these  membership  fees  now 
amounting  to  $2,500  a  year. 

A  league  of  what  is  called  "Curtis  salesmen"  was 
formed  among  the  boys,  membership  in  which  was  de- 
pendent on  their  standing  in  their  local  school  work  and 
on  their  eficiency  as  salesmen,  both  of  which  features  it 
was  the  work  of  the  local  distributing  agent  to  oversee. 
The  boys  reaching  the  highest  rank  in  this  league  were 
assured  good  salaried  positions  on  leaving  school,  and 
their  hi^  character  and  the  success  in  traming  them  is 
proved  on  the  record  by  the  fact  that  at  the  time  the 
proofs  were  taken  there  were  2,000  applications  on  file 
from  some  of  the  best  business  concerns  of  the  country 
asking  for  these  boys.  The  personal  character  of  this 
work  of  the  local  distributing  agents  and  the  cooperation 
of  the  company's  traveling  agents  in  the  organization  oi 
this  league  of  the  boys,  and  the  time,  patience,  and  ex- 
penses expended  in  its  formation  are  fully  set  forth  on 
the  record,  and  show  beyond  all  question  that  this  wide- 
spread, novel,  and  effective  selling  organization  of  dis- 
tributing agents  and  boy  salesmen  is  a  part  of  the  com- 
plainant's business,  fairly  and  laboriously  built  up  by  it, 
and  leaVes  no  doubt  that  its  morale,  efficiency,  and  good 
will  was  a  business  asset  and  in  the  distribution  of  maga- 
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zines  of  great  value;  and  its  continuance  and  its  success 
was,  in  the  main,  bottomed  on  the  undivided  loyalty  of 
the  local  distributing  agents  and  on  their  continuing  to 
remain  distributing  agents  of  the  Curtis  Company  alone. 
The  proofs  show  that  the  compensation  of  these  boys 
and  the  distributing  district  agents  was  fair;  taking,  as  an 
example,  of  the  five  cents  paid  by  a  customer  to  the  boy  for 
a  copy  of  the  Saturday  Evening  Post  two  cents  went  to 
the  boy,  one-half  of  one  cent  to  the  distributing  agent, 
and  two  and  a  half  cents  went  to  the  Curtis  Company  for 
publishing  and  delivering  the  magazine  to  the  district 
agent.  Indeed,  the  personal  character  of  the  relation- 
ship and  the  distributing  agents,  as  the  prime  element  in 
the  whole  plan,  is  stated  by  Charles  W.  Eliot,  late  presi- 
dent of  Harvard  University,  who  says : 

The  method  of  the  Curtis  Publishing  Company  in  enlisting  a 
large  number  of  boys  who  are  still  at  school  in  selling  its  publica- 
tions and  teaching  them  how  to  seU  the  journals  to  the  adyan- 
tage  of  the  company  and  to  their  own  profit  gives  a  useful  ex- 
ample of  cooperation  between  schools  and  industrial  companies 
in  the  training  of  boys.  It  is  a  first-rate  example  of  vocational 
training  given  by  a  commercial  company  during  the  period  of 
school  life.  The  Curtis  Publishing  Company's  method  has  proved 
successful  in  several  important  respects:  First,  it  has  provided 
the  company  with  a  large^body  of  effective  young  distributors  of 
its  products;  secondly,  it  has  kept  thousands  of  boys  in  school 
longer  than  they  would  otherwise  have  stayed  there;  thirdly,  it 
has  taught  them  thrift  and  accurate  accounting,  an  invaluable 
lesson;  fourthly,  it  has  given  many  thousands  of  boys  a  knowl- 
edge of  the  art  of  selling  journals,  which  easily  becomes  available 
in  ntany  other  businesses;  fifthly,  It  places  many  boys  in  good 
situations  on  well-grounded  recommendations,  when,  being  fit  for 
larger  service,  they  leave  the  employ  of  the  Curtis  PublisAilng 
Company.  The  Curtis  method  has  thus  been  of  great  service,  not 
only  to  more  than  50,000  boys  but  also  to  employers  in  a  large 
variety  of  industries.  It  should  be  clearly  understood  that  boys 
who  avail  themselves  energetically  of  the  offers  of  the  Curtis 
Publishing  Company  can  still  have  half  of  their  afternoons  for 
play,  and  can  earn  by  diligence  out  of  school  hours  not  only 
their  pocket  money  but  a  considerable  savings-bank  deposit  in  the 
course  of  four  or  five  years.  The  winning  of  this  deposit  is  likely 
to  affect  beneficially  the  whole  future  career. 

The  proofs  show  that  95per  cent  of  these  boys  sell  only 
the  publications  of  the  Curtis  Company,  and  that,  in 
view  of  their  school  duties  and  in  deference  to  the  wishes 
of  their  parents,  the  sales  for  the  Curtis  Company  is  the 
limit  of  their  selling  power,  and  if  they  sell  other  maga- 
zines they  must  cut  down  the  Curtis  sales.  The  proofs 
show  that  the  Curtis  Company  expended  in  the  main- 
tenance of  district  agents  and  boys  in  the  four  years, 
1914  to  1917,  both  inclusive,  over  $5,500,000,  and  they 
abundantly  satisfy  us  that  this  method  of  distribution 
is  an  entity  made  up  of  the  joint  activity  and  personal 
cooperation  of  district  distributing  agents  and  boy  dis- 
tributors and  their  relationship  to  the  Curtis  Company, 
each  one  of  the  three  being  dependent  upon  the  other 
two  for  the  proper  cooperating  and  interrelated  dis- 
tribution of  the  respondent's  publications  and  promptly 
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fnmishm^  the  same  to  the  readiiig  public,  and  thmt  this 
plan  originated  with  and  was  built  up  by  the  Curtis 
Company  through  years  of  patient  effort  and  at  great 
expense,  and  that  it  forms  the  basic,  practical  metiiod  of 
distributing  and  marketing  the  Curtis  Company's  pub- 
lications and  is  a  business  asset  of  great  value,  and  that 
the^  vital  and  basic  element  in  this  business  is  the  un* 
divided  loyalty  and  personal  interest  and  influence  of  the 
distributing  agents. 

After  the  success  of  this  plan  had  been  demonstrated 
by  the  work  and  money  of  the  Curtis  Company,  it  is  to 
be  noted  as  an  evidence  of  business  morality  among  the 
magazine  publishers  that  but  2  of  the  400  magazine  pub- 
lishers made  any  effort  to  take  away  from  the  Curtis 
Company  the  undivided  services  of  its  distributing 
agents.  And  it  will  be  further  noted  this  effort  was  in- 
volved in  and  became  the  subject  of  judicial  considera- 
tion in  a  suit  hereinafter  referred  to.  Pictorial  Review 
Co.  V.  Curtis  Publishing  Co.  (D.  C),  255  Fed.,  209. 
There  the  court,  in  its  opinion,  held  as  to  the  relative 
conduct  of  those  2  competitors : 

The  defendant*  In  insisting  upon  maintaining  the  integrity  of 
its  system,  is  not  in  my  opinion  guilty  of  unfklr  trade.  On  the 
contrary*  the  complainant,  in  attempting  to  avaU  itself  of  this 
system,  is  engaging  in  unfair  trade.  That  it  can  not  build  up  a 
system  of  its  own,  if  it  desires  to  do  so  and  will  go  to  the  trouble 
and  expense,  I  do  not  believe.  It  is  attempting  here  to  secure 
a  preliminary  injunction  to  prevent  the  defendant  from  contract- 
ing with  the  latter's  district  agents  not  to  market  the  Pictorial 
Review  through  boys  and  dealers.  To  grant  such  an  injunction 
would  break  up  what  I  think  is  a  perfectly  legitimate  system  for 
the  promotion  of  sales  of  the  deftodant*s  magazines,  and  would 
enable  the  complainant,  without  expense,  to  employ  the  organiza- 
tion built  up  and  fostered  by  the  defendant. 

Turning,  then,  to  the  proofs  in  regard  to  the  acts  of 
the  Curtis  Company  ana  these  two  competitors  which 
form  the  basis  of  this  proceedin^^,  we  note  that  in  1910 
the  Success  Company,  which  puDlished  the  Post  Maga- 
zine, now  the  National  Post  Magazine,  endeavored  to 
make  use  of  the  Curtis  organization.  But  from  1912  to 
1917  the  services  of  the  oojs  in  the  organization  de- 
scribed have  been  utilized  solely  by  the  Curtis  Company 
During  that  time  a  number  of  other  magazines  and 
periodicals  had  been  wholesaled  to  retail  dealers  by  some 
366  of  respondent's  district  distributing  agents,  out  of  a 
total  of  1,375.  This  has  been  done  with  the  understand- 
ing that  no  use  should  be  made  of  the  respondent's  boy 
organization  for  the  sale  of  the  periodicals  of  such  pub- 
lishers. The  proofs  further  show  that  about  1917  the 
two  magazine  companies,  which  published  the  four 
magazines  referred  to,  undertook  to  avail  themselves  of 
this  boy  organization  of  the  Curtis  Company.  One  of 
these  companies  was  the  Pictorial  Review  Company, 
which  published  the  Pictorial  Review;  the  other  the 
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Crowdl  Publishing  Company,  which  publishes  four 
magazines,  namdy,  Women's  Home  Companion,  Ameri- 
can Magazine^  F^rm  and  Fireside,  and  Every  Week. 
These  companies  have  built  up  a  great  business  and  great 
circulation  of  their  magazines  through  the  American 
News  Company  and  bv  other  means  open  to  them,  as  to 
which  reference  is  maae  in  the  testimony  of  Messrs.  Becl^ 
and  MacKinnon. 

As  we  have  seen,  the  Pictorial  Company  depended  en- 
tirely, in  the  matter  of  single  copy  sales,  on  the  American 
News  Company  and  its  facilities.  Seeing  this,  they 
sought  to  secure  the  local  distributing  agents  who  are 
unoer  contract  with  the  Curtis  Publishing  Company, 
"  in  order  to  secure  a  wider  and  more  efficient  and  oetter 
service  and  more  circulation."  The  proofs  show  the 
commercial  significance  of  this  effort  was  that — 

If  we  could  reach  all  of  the  wholesalers  in  the  country — ^that 
is  to  say,  if  we  could  do  business  with  all  of  them — I  think  the 
doubling  of  our  single  copy  sales  (that  is,  a  sale  by  boys)  would 
not  be  unreasonable  to  expect  on  Every  Week. 

In  addition  to  the  effort  to  reach  the  distributing  agents 
of  the  Curtis  Company,  the  proofs  show  that  efforts  were 
made  to  reach  the  boys  whom  the  distributing  agents  had. 
At  first  no  objections  were  made  by  the  Curtis  Company, 
in  a  number  of  cases,  to  its  district  distributing  agents 
handling  these  perodicals : 

With  Every  Week,  as  with  Pictorial,  we  granted  permission  in 
a  number  of  early  cases,  until  it  developed  that  the  methods  in 
use  were  contemplated  to  be  generally  objectionable  to  ua 

These  later-developed  methods,  after  February,  1917, 
are  shown  by  the  proofs  that — 

In  the  case  of  Every  Week  we  found  that  they  were  beginning 
to  sell  through  boys. 

The  letters  of  the  Pictorial  Company,  which  began 
about  January  20, 1917,  and  were  sent  to  tne  distributing 
agents  of  the  Curtis  Company,  among  other  things, 
stated: 

We  are  ready  to  supply  you  directly  with  such  copies  of  Pictorial 
Review  as  you  can  seU  through  boys,  *  *  *.  Your  boys  should 
be  able  to  do  a  corking  business. 

^  In  the  specific  instructions  seat  out  to  give  these  Curtis 
distributing  agents,  they  were  directed  by  the  Pictorial 
Review  to  get  your  boys  busy  getting  oitiers  for  regular 
monthly  delivery.^'  That  the  purpose  was  to  undermine 
the  sale  of  the  Home  Journal  by  the  Curtis  Company's 
boys  is  qlearly  indicated  in  a  circular  dated  November  28, 
1917,  in  whicn  they  said : 

May  be  you  have  some  newspaper  or  route  boys  whom  yon  couild 
iret  started  with  a  monthly  deUvery  by  offerina  them  this  bonus 
in  addition  to  their  regular  four  cents. 
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Thus,  the  testimony  of  Smith,  of  Wadiington  City,  is 
that  an  agent  of  the  Pictorial  Ccxnpany  came  to  his  office 
and — 

wanted  me  to  take  some  copies  from  the  Washington  News  Com- 
pany and  get  my  boys  who  were  selling  the  Saturday  Bvening 
Post  and  the  Ladies^  Home  Journal  to  try  them  out. 

The  proofs  further  show  that  it  was  to  be  done  in  an 
underhand  manner ;  the  witness  stating : 

Before  I  had  a  chance  to  refuse  it,  it  was  offered  to  me  with 
the  suggestion  that  I  could  get  it  in  my  sister-in-law's,  or  my  wife's 
or  in  the  name  of  a  couple  of  men  who  worked  around  the  office. 

The  proofs  further  show  that  Smith  was  a  sales  boy 
who  had  grown  up  with  the  Curtis  Company  sales  ageucy, 
having  started  with  that  company  when  he  was  eignt 
years  old.  The  proofs  show  that  Thomas  had  about  350 
boys  selliiig  for  him  and  that  he  had  received  about  200 
from  the  Curtis  people  when  the  work  was  turned  over 
to  him ;  that  he  had  meetings  with  the  boys  at  the  Y.  M. 
C.  A.  and  the  boys'  homes.  Thomas  testified  that  Korb 
asked  him  to  handle  the  Pictorial.  "  He  said  he  would 
accept;  if  the  boys  wanted  any  copies,  to  let  them  have 
them."  Thomas  had  been  brought  £rom  Norfolk  and 
Newport  News,  where  he  had  been  working  for  the  Curtis 
Company,  to  Baltimore,  and  had  taken  charge  of  their 
business  tnere.  It  is  also  to  be  noted  that  while  Korb  was 
endeavoring  to  get  the  use  of  these  860  boys  through 
Thomas  the  latter  was  not  the  only  wholesaler  in  Balti- 
more; that  Cann,  Wilson,  and  Grape  were  wholesalers 
who  handled  the  publications  of  other  magazine  publish- 
ers, and  who,  it  is  fair  to  conclude,  were  all  competitors 
of  the  Curtis  Company,  could  get  their  service. 

The  Curtis  Company's  district  agent,  Kimbrough,  at 
Richmond,  was  also  approached.  B^  had  been  connected 
with  the  Curtis  Company  for  seven  years;  had  grown  up 
as  one  of  their  boy  salesmen ;  had  worked  into  the  posi- 
tion of  district  agent  and  handled -iio  other  magazines. 
There  were  other  wholesalers  in  Richmond,  the  proofs 
show,  namely,  the  Richmond  News  Company  and  Levy 
&  Co. ;  but  Kimbrough  was  asked  to  handle  the  Pictorial. 

They  said  they  wanted  to  get  away  from  the  American  News 
Company,  and  would  turn  their  store  business  over  to  me  if  I 
would  permit  the  sales  with  the  boys,  and  I  said  I  would  refer  the 
matter  to  the  Curtis  Publishing  Company. 

Q.  Those  are  the  only  boys  you  have? — ^A.  Yes,  sir. 

Q.  You  distribute  magazines  through  these  boys? — A.  Yes,  sir; 
Curtis  publications,  and  they  handle  only  Curtis  publications  as  far 
as  I  know. 

The  suggestion  was  likewise  made  to  him  that  he  could 
take  an  agency  for  the  Pictorial  in  somebody  else's  name. 

The  proofs  show  these  boys  form  a  dependable  body; 
that  they  had  their  own  permanent  customers ;  and  they 
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also  show  the  personal  work  of  Kimbrough.    In  these  re- 
spects the  testimony  of  Kimbrough  was : 

Q.  Did  you  have  any  talk  with  Mr.  Korb  or  did  Mr.  Korb  say 
anything  to  you  about  other  Curtis  agents  handling  Pictorial  Be- 
Tiew? — ^A.  Yes;  he  said  that  there  was  no  objection  on  the  part  of 
the  company,  because  Smith,  at  Washington,  and.  Schafer,  at  Pitts- 
burgh, were  handling  the  Pictorial  Review. 

Q.  Was  anything  said  about  your  brother? — ^A.  He  did  suggest 
that  I  could  do  that 

Q.  What  do  you  mean  by  "  could  do  that "  ? — A.  That  I  could 
have  taken  the  agency  in  somebody  else's  name. 

Q.  How  many  boys  have  you? — A.  Well,  It  runs  on  an  average 
of  around  100. 

Q.  Are  they  a  pretty  permanent  body? — ^A.  They  keep  at  a  pretty 
permanent  figure  of  about  100.  I  have  one  boy  who  was  selling 
before  I  was  district  agent,  and  he  is  still  selling,  and  others  come 
and  go,  and  last  two  or  three  years  or  a  few  weeks,  and  that  is 
about  the  way  it  works  out. 

Q.  They  hftve  permanent  customers  or  routes? — ^A.  Yes,  sir. 

Q.  What  kind  of  boys  are  they?  Where  do  you  get  them? — 
A.  Most  of  them  from  school  lists  and  advertisements  inserted  In 
the  papers  asking  for  nice,  clean  boys. 

Q.  Most  of  them  are  schoolboys? — A.  Yes,  sir. 

Q.  Have  you  done  any  work  instructing  them,  or  holding  meet- 
ings with  them? — ^A.  Yes,  sir;  I  have  h^d  meetings  with  them, 
and  often  they  come  and  ask  me  where  they  can  get  customers, 
and  I  tell  them  the  best  I  know  how. 

Q.  And  do  you  do  some  Y.  M.  O.  A.  work? — ^A.  We  have  meet- 
ings wfth  the  Y.  M.  C.  A.,  and  the  Y.  M.  C.  A.  has  cooperated  with 
us  and  loaned  us  thejlr  swimming  pool. 

It  appears  from  the  testimony  that  at  the  time  Kim- 
brough was  thus  asked  to  take  these  agencies  and  have 
the  boys  do  the  selling,  Levy  was  the  main  wholesaler  in 
Eichmond  at  that  time,  the  seeming  object  not  being  to 

Sit  a  dealer  to  handle  their  magazines  but  to  get  a  Curtis 
stributing  agent  who  could  use  the  Curtis  boys. 
The  testimony  in  regard  to  the  situation  at  Kochester, 
N.  Y.,  is  also  indicative  of  the  real  purpose  the  Pictorial 
Coinpany  had  in  view.  In  that  city  the  wholesalers  were 
the  Kocliester  News  Company,  which  was  a  branch  of  the 
American  News  Company,  and  the  Manson  News  Agency. 
They  were  old,  well-established  concerns.  Lazarus,  the 
district  distributing  agent  of  the  Curtis  Company,  had 
been  such  for  14  years  and  sold  no  magazines  except  the 
Curtis  publications.  He  had  about  220  boys,  and  they 
had  their  own  customers.  The  value  of  the  personal 
character  and  the  personal  work  of  a  distributing  agent, 
as  used  in  the  Cuixis  plan,  is  shown  in  the  testimony  of 
Lazarus : 

Q.  How  long  have  you  had  your  Curtis  contract?— A.  About  13 
or  14  years. 

Q.  You  sell  your  papers,  I  presume,  to  dealers  and  to  boys? — 
A.  To  dealers  and  to  boys ;  yes,  sir. 

Q.  How  many  boys  have  you? — ^A.  I  bave  about  220  boys  that 
seU  the  Posts  and  the  Journals,  and  about  90  or  85  comer  boys. 

Q.  Newsboys? — ^A.  Newsboys;  sell  Curtis  magazines  and  papers, 
etc. 

Q.  Of  the  220,  do  any  of  them  do  any  seUing  other  than  Curtis 
publications?— A.  No,  sir. 
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Q.  Tbey  have  thdr  own  cttstomwB? — ^A.  Own  customers ;  yes. 

Q.  Wliat  kind  of  boys  are  these? — ^A.  They  are  all  ^od  class  of 
boys.    Their  fathers  are  lawyers,  doctors,  and  business  people. 

Q.  Yon  went  out  and  got  tiiese  boys?-— A«  Yes,  idr;  I  went  out 
and  got  those  boys. 

Q.  How  did  you  get  them? — ^A.  I  have  different  ways  of  get- 
ting boys — ^boys  that  sell  for  me.  They  bring  them  to  me,  and 
then  again  I  am  in  a  business  place  where  there  are  340  offices  In 
it,  all  lawyers,  doctors,  and  all  class  of  peoples,  and  their  sons  sell 
for  me.  They  tell  their  boys  to  selL  Once  in  a  while  we  would 
be  offered  different  ways  of  getting  them,  through  newspapers. 
Curtis  has  a  way  of  putting  it.  in  the  papers,  you  know,  getting 
boys,  and  it  is  easy  to  get  boys,  anyway. 

Q.  You  never  have  any  trouble? — ^A.  Never  have  trouble  getting 
boys  at  all ;  no,  sir. 

Q.  Do  you  work  with  the  Curtis  Company,  with  their  own  men 
there,  in  getting  them  and  keeping  them  efficient? — A.  Yes,  sir; 
I  do. 

Q.  And  you  report  on  these  boys  every  week,  the  results  of  their 
efforts,  do  you  not? — ^A.  Every  week;  yes,  sir. 

Q.  Are  any  of  these  boys  members  of  the  Curtis  League? — A. 
Yes,  sir;  well,  we  have  about  four  master  salesmen  and  about 
three  league  salesmen. 

Q.  Any  plain  league  members? — ^A.  Yes,  sir. 

Q.  Have  you  got  any  expert  salesmen  of  the  middle  class? — A. 
We  have  got  some,  I  think ;  I  am  not  sure.    I  think  I  have. 

Q.  If  they  sell  enough  papers  they  get  advanced  in  rank  in  the 
league? — ^A.  Yes,  sir;  get  advanced  in  rank  in  the  league. 

Q.  Do  you  have  any  contact  with  their  school-teachers? — ^A. 
Yes,  sir;  I  do. 

Q.  What  do  you  do? — ^A.  I  know  them  all  personally.  They  are 
glad  to  send  boys  to  me. 

Q.  Yon  work  with  the  school-teachers  in  getting  boys?— A.  Yes, 
sir ;  work  with  the  school-teachers  in  getting  boys.  Then,  we  also 
have  about  10  boys  that  I  guess  the  Curtis  Publishing  Company 
paid  their  way  through  the  Y.  M.  C.  A. 

Q.  And  you  work  with  the  Y.  M.  C.  A.  there?— A.  Yes,  sir. 

Q.  Do  you  know  whether  the  Curtis  Company  has  done  that? — 
A.  Yes,  sir. 

The  same  proposition  was  made  to  him  that  was  made 
to  the  others,  stating  that  they  wanted  him  to  handle  thb 
publications  through  the  boys.  Lazarus  testified  that  he 
sells  7,000  Posts  and  4,500  Ladies'  Home  Journals;  that 
^'he  don't  handle  other  business,  because  Curtis  maga- 
zines keep  him  busy  " ;  and  that  he  gives  it  all  his  time. 

In  Louisville,  Ky.,  the  Heverin  News  Company  was  the 
large  wholesaler.  It  was  not  a  branch  of  the  American 
News  Company.  It  handled  a  large  number  of  maga- 
zines and  newspapers  and  had  been  lon^  in  the  business. 
Goodman  had  been  the  district  distributing  agent  of  the 
Curtis  Company  for  only  three  years,  and  his  business 
was  exclusively  for  them.  He  distributed  to  117  boys 
and  to  some  215  retail  dealers.  He  testified  that  he  had 
had  the  fullest  cooperation  of  the 'Curtis  Companv  in 
obtaining  boys  for  his  work,  and  that  the  Curtis  Com- 
pany was  in  personal  correspondence  with  every  one  of 
them;  that  these  boys  were  appointed  bj  name  by  the 
Curtis  Company;  that  they  received  prizes  or  bonuses 
from  that  company,  and  printed  matter.  He  testified 
that  for  every  new  boy  he  started  in  the  work  he  received 
from  the  Curtis  Company  $1.    Goodman  testified  that  a 
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representative  of  the  Crowell  Publishing  Compamr  had 
endeavored  to  get  him  to  sell  their  Every  Week  in  Louis- 
ville* 

One  of  the  road  men,  he  was  trying  to  place  Bvery  Week,  in 
Louisville.  He  approached  me,  and  I  explained  the  situation, 
that  I  did  not  care  to  handle  it,  and  he  finally  asked  me  if  I  had 
any  reli^tlve  or  any  brother  wortdng  for  anybody  in  the  news- 
paper business,  and  I  told  him  I  had  a  brother  working  in  the 
Louisville  post  office,  and  he  suggested  I  i^ce  the  agency  in  bis 
name. 

Q.  In  your  brother's  namet — A.  And  have  our  Curtis  boys  sell 
it,  nnd  by  doing  so,  the  agency  not  being  in  my  name,  they  would 
not  find  it  out 

Q.  Now,  the  Crowell  man,  of  coarse,  wanted  to  do  the  same 
thing  for  the  boys,  too,  did  he  not? — ^A.  He  wanted  the  Curtis  boys 
to  sell  Every  Week. 

Q.  And  thus  reach  the  same  customers  that  the  wholesale  dealer 
could  not  deliver  to? — A.  No;  Bvery  Week  wanted  to  draw  the 
benefit  of  the  Curtis  work. 

Q.  I  know  he  wanted  to  get  the  benefit  of  the  Curtis  organiza- 
tion, but  he  was  trying  to  reach  these  customers,  was  he  not?— 
A.  He  was  trying  to  have  the  boys  sell  Every  Week  to  some  of 
their  Post  customers. 

The  substantial  character  of  Goodman's  magazine  busi- 
ness is  shown  by  his  sales  of  4,700  Posts  a  week,  2,300 
Journals,  and  750  Country  Gentlemen. 

Proofs  in  reference  to  Topeka,  Kans.,  clearly  show  that 
the  boy  organization  was  what  the  Crowell  Company  was 
after,  and  not  the  general  wholesaler.  In  Topeka,  one 
Patterson  was  a  wholesaler  and  is  now  handling  15  maga- 
zines; Miss  Goodrich  handled  the  Curtis  publications 
alone.  The  representative  of  the  Crowell  Company  came 
to  Topeka  four  different  times,  endeavoring  to  induce  her 
to  take  on  his  magazines  and  obtain  the  use  of  the  Curtis 
boys.  Miss  Goodrich  distributed  the  Curtis  publications 
to  33  dealers  and  had  170  bovs.  She  was  the  clerk  of  a 
church,  and  took  up  the  work  with  the  boys  as  a  voca- 
tional^ altruistic  work.  She  had  parents'  meetings  once 
a  month,  meetings  of  boys  of  the  x .  M.  C.  A.,  had  them 
organized  in  teams,  and  got  in  touch  with  their  work  in 
the  schools.  It  was  this  orffanization  that  the  Crowell 
agent  wanted  to  avail  himself  of.  Her  testimony  shows 
the  personal  nature  of  the  work : 

Q.  You  are  intimate  with  a  luiinlior  of  the  parents  of  these 
boys? — A.  Yes;  we  have  had  parents'  meetings  once  a  month. 
The  parents  are  interested  in  what  the  plan  is  doing  for  the  boys ; 
in  fact,  the  whole  game  with  ine  is  a  vocational  plan,  anyhow,  and 
what  it  is  doing  for  the  boy,  and  I  am  not  only  getting  these  boys, 
but  the  parents  and  teachers  at  the  schools.  I  had  one  high  school 
teacher  who  came  to  me  and  aslced  for  viewpoints  about  sales- 
manship. Salesmanship  is  taught  in  the  high  school  at  home,  and 
the  lesson  that  day  was  "  Selling  Saturday  Evening  Posts.**  I 
had  another  teacher  who  came  and  asked  us  what  we  could  do 
for  a  boy  who  was  late  at  school.  I  said  that  should  not  be,  and 
I  Just  told  her  to  announce  that  a  boy  who  reported  late  at  school 
would  not  receive  his  copies  until  after  school.  She  has  spolcen 
to  me  several  times  since,  and  she  said  that  boy  has  never  been 
late  since. 
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Q.  YoD  ftre  in  this  becanae  of  your  sieat  pefBonal  interest  In 
tbis  Y<K»ttonaI  wimrk?— A.  T  mareij  wbl  The  aicnt  nlA  I  luiTe 
sach  a  good  orgnnlntion  It  mHi  net  necMBery  to  90  Cuther,  Md 
that  he  had  a  good  propositioD  and  would  like  to  leaYe  it  with  ni& 
I  said  I  could  not  take  on  the  other  poblicatlons  wltlwat  the  eon^ 
sent  of  tlie  Cnrtla  PobHshing  Ootnpany.  and,  besides,  I  did  not 
want  to  nee  the  hoy  organisation,  becanse  it  was  strictly  a  Ciirtis 
organiation. 

Miss  Goodrich  aold  mbatantinlly  2,000  Posts  and  2>000 
Journals  of  each  issue.  The  ezistonce  of  anotiier  com- 
petent wholesaler  in  Topeka,  and  the  continued  persist- 
ence of  the  Crowell  Company  in  endeavoring  to  ^t  the 
boy  organization  which  Miss  Goodrich,  the  Curtis  dis- 
trioutin^  agent,  had  built  up  as  a  distinctly  Curtis  organi- 
zation. Slows  that  the  boy  organization  was  the  crux  and 
aim  01  the  Crowell  Company^  efforts,  and  the  key  to  get- 
ti^  it  was  getting  the  dmnbuting  agent. 

The  testimony  of  Mrs.  Sturderant  shows  very  clearly 
the  personal,  altruistic^  vocational  character  of  the  work 
of  the  boys  in  the  Curtis  organization ;  the  personal  work 
of  the  district  distributing  agent  in  building  up  the  or- 
ganization and  of  the  Cuitis  Cmnpany  in  aiding  in  its 
upbuilding;  and  the  desire  of  the  competing  company 
to  avail  iteelf  of  this  boy  SigQncy  created  by  the  Curtis 
Company.  Mrs.  Sturdevant  was  a  district  distributing 
agent  in  St.  Louis,  a  city  of  such  magnitude  that  obviously 
these  competing  companies  could  each  get  a  competent 
wholesaler  to  mstribute  its  magazines.  In  the  face  of 
this  f fu^t,  an  effort  was  made  to  induce  Mrs.  Sturdevant 
to  ^ve  them  the  services  of  the  boys  of  this  Curtis  organi- 
zation. Her  testimony  shows  that  she  gained  her  training 
under  Curtis  brandi  managers,  and,  as  she  said,  she 
^'  learned  the  Curtis  ideals  and  Curtis  methods.''  She  had 
187  boys,  all  of  whom  were  school  boys.  ^  I  make  it  my 
business  to  know  the  parents  of  the  bovs  in  almost  all 
cases,  and  know  them  personally,  througn  the  bov,  either 
over  the  phone  or  by  visiting  at  their  home.''  ohe  kept 
in  touch  with  Hie  boards  of  schools  and  got  information 
from  them  in  regard  to  the  boys'  school  standing,  "be- 
cause the  company  required  that  the  boy  must  make  good 
marks  in  school.'  She  had  her  bojrs  subdivided  into  ten 
club  organizations,  and  at  the  meetings — 

We  have  instruction  on  the  selling  features  of  the  particular 
publication  for  that  special  week.  We  talk  about  the  cover  (of 
the  Curtis  publication ) ,  analyze  it,  and  discover  whether  tiie  cover 
is  a  good  selling  feature — whether  the  cover  will  sell  the  copy  or 
whether  we  must  refer  to  something  insijde. 

The  work  of  the  district  distributing  agent  with  the 
boys  is  supplemented  by  the  traveling  representative  of 
the  Curtis  Company.    The  proofs  show : 

Men  came  there  at  times  for  special  efforts  to  get  boya  Mr. 
McLart^,  and  last  year  Mr.  Neer  and  Mr.  Wehner,  different  Curtis 
representatives,  pame  there.  Then  the  oompany  makes  very 
special  efforts  themselves  by  making  prize  offers  to  the  boys. 
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As  showing  the  personal  character  of  the  work  ol  this 
organization,  the  same  witness  testified : 

Q.  Now,  during  these  six  yeani*  experience,  during  tJie  time  you 
were  district  agent,  you  had  experience  in  watching  these  boys 
and  instructing  themT — A,  Tea.    • 

Q.  Would  you  gay  that  it  had  been  beneficial  to  the  boys  as  a 
whole? — ^A.  Oh,  I  know  it. 

Q.  WeU,  is  there  any  particular  respect  that  you  could  speak 
about  in  which  it  has  benefited  the  boys?— A.  There  is  a  boy  [in- 
dicating picture]  that  I  had  from  the  time  that  be  was  a  small 
boy,  and  this  boy  now  is  a  bank  examiner.  *  *  *  In  the 
eighth  grade,  when  he  got  about  14,  his  mother  began  to  have 
trouble  with  him.  She  is  a  widowed  mother.  She  appealed  to 
me.  So  I  took  it  up  with  Bbner,  and  got  him  to  be  a  member 
ol  the  League  of  Curtis  Salesmen,  promising  him  that  if  he 
would  make  certain  sales  he  could  do  it.  I  kept  him  from  quit- 
ting school,  and  I  kept  him  from  losing  his  grades  because  the 
company  required  that  the  hoy  muMi  make  good  marke  in  MChool, 
Bo  I  appealed  to  Elmer  in  that  way,  and  through  the  principal 
of  his  school,  Mr.  R.  h.  Barton,  and  his  mother  and  grandmothw 
and  Mr.  Barton,  we  all  worked  together  and  showed  him  what 
it  would  mean  to  him  to  do  this.  And  then  when  he  got  out  of 
school  he  got  a  position  in  the  Mechanics'  American  National 
Bank.  I  went  to  see  Mr.  Allen  about  three  or  four  months  after- 
ward, and  he  said,  "  If  you  have  any  more  boys  like  that,  send 
them  to  me  and  I  will  taie  them."  *  *  *  Very  much  benefited, 
I  have  a  small  boy  who  is  the  son  of  a  widowed  mother,  and  he 
only  sold  five  copies  when  he  began,  and  was  exceedingly  stupid. 
I  took  it  up  with  his  mother.  He  could  not  keep  account  of  his 
money  at  all.  So  she  caUed  me  up  and  asked  me  if  I  thought 
Robert  had  better  quit.  I  said,  "  By  all  means,  no ;  let  me  have 
him  three  months  more.*'  He  could  not  make  change;  in  fact, 
he  very  seldom  got  home  with  as  much  money  as  he  started  out 
with  for  a  while,  and  his  mother  considered  it  a  bad  investment. 
But  his  mother  and  I  together  have  been  very  busy,  and  we  co- 
operated with  him.  At  the  present  time,  at  the  last  call  his 
mother  made  on  me  in  regard  to  it;  she  said,  "  Robert  is  able  now 
to  go  out  and  deUver  aU  his  copies " — ^he  is  taking  ten  copies 
now — "and  to  come  in  with  the  entire  amount  of  cash,  and  he 
can  make  change."    He  is  only  eight  years  old. 

Q.  How  old  is  Robert? — ^A.  Eight  years  old.  And  his  mother 
has  persisted  in  it;  even  at  the  loss  of  money,  for  the  sake  of 
principle  and  the  boy,  and  she  helps  him  keep  his  accounts  every 
week.  I  had  another  boy,  Dou^as  GrockwelL  His  father  is  in 
the  wholesale  leather  business.  And  Douglas's  father  had  had 
me  teach  his  boy.  He  is  not  selling  now,  on  account  of  the  condi- 
tion of  his  health.  And  his  father  told  me  that  he  makes  Douglas 
account  for  every  cent  of  his  profits.  Bvery  week  they  go  over  tlie 
book  that  the  gentleman  showed  here. 

Q.  Yes? — A.  And  they  figure  his  profit,  and  a  certain  amount  is 
laid  away  for  spending  money  and  a  certain  amount  is  put  aside 
in  a  permanent  fund,  and  the  father  and  Douglas  attempt  to 
account  for  every  cent  that  is  earned  in  prize  money  and  bonuses 
and  everything  else. 

We  q^uote  these  things  at  length,  not  as  showing  the 
altruistic  character  of  uie  organization,  its  worth  U>  the 
boys,  or  as  bein^  a  factor  in  the  decision  of  this  case,  but 
simply  to  show  tnat,  whatever  the  boy  sales  agency  of  the 
Curtis  Company  was,  the  distributing  agente  and  their 
undivided  service  to  the  Curtis  Company  constituted  the 
foundation  stone  of  the  whole  selling  structure. 

Mrs.  Sturdevant  handled  no  other  than  the  Curtis  pub- 
lications.   She  was  urged  to  take  on  Every  Week  by  die 
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Crowell  Company,  but  dedined.  She  felt  that  the  boys 
were  doing  better  -work  by  conoentratinjg^  on  one  publica- 
tion; tiiat  if  she  took  on  another  publication  she  would 
have  to  teach  them  the  selling  points  of  that  publication^ 
and  that  their  parents  did  not  want  them  to  do  so;  that 
she  placed  no  restrictions  <m  the  boys  selling  other  maga- 
zines, where  their  customers  wanted  them  to  fumiwi 
them ;  that  she  finds  that  about  50  Posts  is  as  much  as  a 
hoy  ought  to  handle ;  that  ^e  had  not  encouraged  them  to 
sell  more* 

The  personal  character  and  morale  of  the  district 
agents  and  the  boys  are  illustrated  by  the  testimony  of 
these  witnesses : 

Q.  Now,  you  are  interested  in  your  boys  making  all  the  money 
they  can,  aren't  you?— A.  I  am  more  interested  in  their  leamina 
to  be  men,  business  men. 

Q.  Yes;  I  will  agree  In  your  case  that  is  true;  I  think  you 
are. — A.  Yes,  sir. 

Q.  And  I  think  it  is  a  very  commendable  thing. — A.  I  do  not 
emphasize  the  money  as  much  as  the  other. 

Q.  But  I  am  asking  you,  Would  you  like  to  haye  them  make 
money,  too? — A.  Oh,  yes;  the  money  is  the  measure  of  success  In 
a  way. 

Mrs.  Sturdevant  declined  to  take  on  other  magazines, 
saying : 

Well,  I  believe  in  the  boys  concentrating  on  one  thing.  I  belieTe 
In  concentration.  I  think  it  pays  me  and  pays  the  boys.  I  be- 
lieve that  to  handle  one  line  of  goods  and  handle  it  weU  is  better 
than  to  divide  up. 

Mrs.  Whittelsey,  another  district  agent  in  St.  Louis, 
had  35  boys  on  her  staff,  and  handled  no  .other  publica- 
tions than  the  Curtis.  She  was  also  approached  with  a 
view  to  get  the  use  of  her  organization  of  Curtis  boys : 

In  August,  1917, 1  was  asked  to — a  man  came  to  the  house.  He 
told  me  he  was  represoiting  the  Pictorial  Review,  and  asked  me  if 
I  would  take  it  on.  I  said,  '^  No  " ;  that  I  was  not  interested  and 
I  hadn't  time.  Well,  he  said  it  would  not  take  any  more  time 
than  I  was  devoting  right  now  to  It ;  that  I  had  the  organization 
and  could  do  it  while  I  was  distributing  the  other  papers. 

Q.  Did  he  mention  the  character  of  your  organization  in  any 
way? — A.  Yes;  he  said  they  were  a  fine  class  of  boys,  and  they 
could  sell  the  papers  while  they  were  selling  the  other  papers. 

The  testimony  shows  that  the  effort  to  get  the  distrib- 
uting district  agents'  boys  of  this  Curtis  organization  was 
carried  out  even  in  small  communities.  McNemey  was 
a  miner  at  Goldfield,  Colo.,  and  there  was  a  wholesale 
news  company  and  a  branch  of  the  American  News  Com- 
pany in  tnat  district,  which  wholesaled  every  magazine 
that  came  into  it  except  Curtis',  which  was  the  omj  one 
McNemey  handled.  He  had  a  small  organization  of 
boys,  which  he  had  built  up  and  trained  with  the  help  of 
the  Curtis  Company,  through  their  prizes  and  instruc- 
tions.   The  personal  character  of  the  organization,  dis- 
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tributing  a^at,  and  boTS,  and  its  relation  to  the  Curtia 
Company,  is  shown  by  his  testimony : 

Q.  How  did  yon  come  to  Mil  Cortis  magasinesT— A«  WeB,  I 
was  solng  to  school  and  needed  a  little  spending  monej,  and  I 
knew  the  district  agent  in  Cripple  Creek»  and  he  thought  be  would 
give  me  a  trial  and  started  me  out  with  20  Posts. 

Q.  Did  he  give  them  to  you  or  eeU  them  to  you7—A«  He  sold 
them  to  me. 

Q.  Twenty  Posts  a  week?— A.  That  was  the  first  week. 

Q.  And  when  you  bought  those  20  Posts  and  started  to  seU  them 
did  you  know  you  were  a  CJurtis  boyT— A.  Yes,  sir. 

Q.  How  did  you  know  that  T— A.  Because  he  told  me. 

The  testimony  of  Nelson,  district  agent  at  Omaha, 
shbws  clearly  that  the  ob;ject  in  view  was  to  get  hold  of  the 
Curtis  schoolboy  organization.  In  that  city  both  the 
American  News  Company  and  McLaughlin,  a  whole- 
saler, handled  magazines.  Nelson  had  185  boys,  and 
handled  nothing  but  the  Curtis  publications^  which  took 
up  his  entire  time.  The  proofs  show  that  his  boys  were 
schoolboys;  that  the  traveling  representatives  of  the 
Curtis  Clompany  had  aided  him  in  instructing  them  and 
taking  the  general  supervision  of  their  work;  that  the 
boys  had  received  special  encouragement  from  the  Curtis 
Company :  '^  I  have  one  boy  that  won  a  trip  for  him  and 
his  mother  to  Washington  for  the  inauguration  of  Presi- 
dent Wilson,  and  also  at  the  same  time  won  a  pony  and 
cart  and 'harness";  that  other  boys  had  won  smaller 
amounts,  and  he  himself  had  obtained  bonuses  on  account 
of  the  work  done  as  distributing  a^ent,  the  largest  being 
a  check  for  $500 ;  and  that  during  uie  16  years  of  his  con- 
nection with  the  Curtis  work  he  had  earned  bonuses  ap- 
proximating $2,000.  He  WQS  urged  to  take  up  Every 
Week. 

The  substance  of  their  interview  with  me  was  that  they  wanted 
to  get  in  with  the  boy  organization,  which  I  would  not  sanction, 
and  that  seemed  to  be  about  aU  there  was  to  it 

The  thoroughness  with  which  this  work  of  obtaining 
the  use  of  the  Curtis  organization  of  boys  was  carried 
on  is  evidenced  b^  the  testimony  of  Dewey,  a  16-year-old 
schoolboy,  who,  m  addition  to  his  school  work,  had  10 
boys  selling  Posts ;  the  contract  being  carried  in  his  fath- 
er's name.  The  proofs  show  that  the  Crowell  Company 
visited  him,  but  the  witness  declined  to  handle  the  maga- 
zines, because  they  ^  were  in  direct  competition  with  the 
Curtis  magazines,  and  I  did  not  want  to  work  them 
together." 

The  testin^ony  of  Alexander  McLean  is  veiy  suggestive. 
His  son  started  out,  as  a  boy  of  12  years  of  age,  to  sell 
the  Curtis  i>ublications.  He  made  such  a  success  of  it  that 
they  gave  him  a  certain  district,  and  after  he  had  had  that 
for  4  or  5  years  the  company  proposed  to  McLean  to 
take  the  entire  North  Side  in  connection  with  his  son. 
The  father  gives  an  account  of  the  training  the  son  had 
from  the  Curtis  Company  in  his  work.    1^  says: 
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The  most  beneficial  thine  that  ever  happoied  to  him.  It  has 
made  a  business  man  of  him.  The  boy  is  now  worth,  as  a  boy 
22  years  old,  he  is  worth  probably  $10,000.  He  has  made  all  of 
that  with  the  Onrtla  publicationa,  with  the  inyestments  he  has 
made  of  that  money.  And  then  he  has  got  875  boys ;  he  is  making 
business  men  the'  same  way,  practically  out  of  all  of  them.  They 
save  their  money ;  and  the  bcj  that  don't  save  his  money,  he  is  no 
good  at  all.  H^  might  Just  as  well  turn  him  out.  If  the  mother 
and  the  father  don't  take  care  of  him,  or  both  of  them — ^it  is  the 
best  business  training  for  the  diild  that  has  ever  been  pat  before 
the  public,  I  don't  care  what  it  is.  *  *  *  He  is  worth  probably 
$10,000  himself.  Now,  he  has  made  that  off  of  the  Curtis  people, 
and  the  Investment  he  has  made  of  the  money  he  has  made  olT 
of  that.  In  other  words.  It  has  made  a  business  man  of  him.  I 
will  take  his  word — it  is  personal,  of  course ;  it  is  my  son — it  has 
made  a  business  man  of  him,  that  I  will  put  him  against  any  busi- 
ness man  in  the  city  of  Chicago.  That  is  what  it  has  done  for 
him. 

Q.  You  attribute  that  to  his  training  as  a  Post  boyT — ^A.  Yes, 
sir;  the  training  that  they  have  given,  and  what  they  are  doing 
right  now  wth  every  Curtia  boy  they  liave  got.  That  is  what  it 
hafi  done  for  tliem,  always  has  done  for  them,  and  will  do  with 
them. 

Q.  What  is  it  they  are  doing  now,  with  respect  to  the  Curtis 
boys  you  have  now? — ^A.  They  give  them  firee  copies  to  start  with. 
They  give  them  all  the  encouragement  they  can  in  the  way  of 
teaching  them  how  to  seU  goods  and  approach  men,  and  go  out 
and  teach  them  how  to  save  their  money  and  what  to  do  with 
their  money.  It  is  hothing  but  business  training.  It  is  not  a 
little,  quibbling  business,  either.  The  boys  come  to  our  place, 
and  they  buy  them,  and  they  sell  tliem,  just  like  they  would  in 
any  other  business.  It  is  just  as  big  business  for  these  boys  as 
Marshall  Field's  business  is  for  him,  and  done  the  same  way. 
The  Curtis  people  furnish  little  books,  and  I  have  got  one  right 
here  [indicating].  It  is  as  simple  a  set  of  books  as  you  can 
usually  find — ^teaches  them  how  to  keep  hooka  These  little 
children,  10  and  14,  are  taught  just  as  well  how  to  keep  their 
accounts,  just  as  well  as  Marshall  Field's  and  the  First  National 
Bank,  or  anybody  else,  and  the  Curtis  people  have  been  doing 
that  for  years,  as  I  know  positively. 

Q.  And  these  boys  are  also  instructed  right  along  in  the  proper 
methods  of  selling? — A.  They  certainly  are. 

Q.  And  in  keeping  their  accounts? — ^A.  They  certainly  are. 

Q.  And  approachhig ^A.  Approaching  people. 

Q.  Prospective  customers? — ^A.  Yes,  sir. 

Q.  fhe  merits  of  the  article,  and  so  forth? — ^A.  These  little, 
bashful  boys  will  start  that  business,  and  it  makes  them  self- 
aesertive;  they  can  put  a  proposition  to  a  man  just  as  well  as  a 
man  can,  and  sometimes  better.  I  will  take  these  boys  that  have 
been  trained  under  these  Curtis  Publishing  Company  systems  of 
training,  and  I  will  put  them  against  men  in  our  stores,  and  find 
them  better,  and  we  have  350  boys. 

Q.  What  is  the  class  of  the  850  boys?— -A.  They  are  the  best 
class  that  you  can  get ;  mostly  schoolboys,  naturally.  They  devote 
their  half  day,  and  one  day,  and  maybe  two  days  to  selling  the 
Post  That  is,  the  riglit  kind  of  a  boy,  if  he  is  drawing  50,  he 
will  stick  to  it  until  he  sells  them.  If  he  is  the  wrong  kind  of  a 
boy,  he  will  bring  most  of  them  back.  That  is  the  kind  of  a  boy 
we  try  to  push  along  and  teach  him  how  to  do  it 

The  proofs  show  that  McLean  and  his  son  had  350 
boys  in  their  organization.  While  they  allowed  their 
boys  to  sell  other  publications  occasionally,  they  did  not 
encourage  them,  for  the  reason  that  a  divided  allegiance 
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would  destroy  the  efficiency  of  the  organization.    In  that 
regard  McLean  testifies: 

Ag  a  biulness  proposition,  yon  can  not  do  two  things*  and  do 
them  practically  alike.  You  are  going  to  neglect  oafe  or  the 
other.  If  ther  sell  the  Ourtis  Publishing  Ck>mpany'8  things  and 
somebody  else  s  they  are  going  to  neglect  one  or  the  othor. 

From  these  proofs  on  the  subject-matter  of  which  the 
Commission  made  no  findings  whatever,  it  appears  by 
the  undisputed  testimony  that  the  Curtis  Company 
through  a  series  of  years,  at  large  expense,  and  by  the 
creation  of  personal  relations,  had  built  up  both  a  dis- 
tributing and  a  selling  organization  that  was  efficient, 
personal  in  character,  and  that  was,  substantially,  en- 

Sged  in  distributing  and  selling  exclusively  the  Curtis 
^mpany's  publications;  that  with  a  view  to  having  this 
organization  cease  being  the  exclusive  ajgents  of  the  Cur- 
tis Company,  and  with  a  view  to  enlistmg  the  schoolboy 
salesmen  of  the  Curtis  organization,  the  JPictorial  Com- 
pany and  the  Crowell  Company  began  and  carried  on  a 
widespread  and  sj^stematic  campaign,  with  the  object  of 
obtaining  the  service  primarily  of  the  district  distribut- 
ing a^nts,  and  seconaarily  ot  the  local  boy  salesmen  of 
the  Curtis  Company.  The  proofs  -show  that  in  most 
localities  where  thid  attempt  to  get  the  distributing  dis- 
trict agents  of  the  Curtis  Company  to  handle  their  pub- 
lications was  made  there  were  otner  wholesale  distrib- 
utors already  employed  in  distributing  other  magazines, 
and  throufi^h  whom  these  two  companies  could  have  dis- 
tributed their  own.  The  proof,  by  those  experienced  in 
getting  these  periodicals — and  there  is  no  proof  to  the 
contrary — ^is  that  this  boy  organization  is  composed 
almost  wholly  of  schoolboys,  that  the  time  at  their  dis- 
posal and  their  capacity  to  sell  is  limited,  and  that  the 
ordinary  limit  of  a  boy's  selling  capacity  is  about  50 
ma^zines ;  that  if  the  boy  undertook  to  sell  other  publi- 
cations it  would  result  in  diminishing  his  sales  of  the 
Curtis  publications,  as  these  two  firms  are  in  competition 
with  those  of  the  Curtis  Company,  and  the  hanaling  of 
the  two  publications  by  the  same  boy  would  destroy  the 
morale  and  efficiency  of  the  Curtis  boy  organization. 

Such  being  the  proven  and  undisputed  tacts,  and  the 
commercial  gain  to  these  two  competing  companies,  if 
they  had  succeeded  in  their  plan,  being  to  break  down 
an  efficient  selling  organization  which  the  Curtis  Com- 
pany had,  tiirough  a  long  term  of  years,  at  great  ex- 
pense, and  with  much  effort  built  up,  the  crucial  question 
arises :  Was  the  insertion  hj  the  Curtis  Company  in  its 
contract  with  its  distributing  agents  that  without  the 
written  consent  of  the  Curtis  Company  its  distributing 
district  agents  ^  will  not  ♦  ♦  •  act  as  asent  for  or  sup- 
ply at  wholesale  rates  any  periodicals  other  than  those 
piiblished  by  the  publisher,^  evidence  of  unfair  compe- 
tition in  business;  or,  stated  in  the  commcm  bustness 
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thought  of  those  in  that  branch  of  commerce,  is  it  evi- 
dence of  unfair  business  in  magazine  publishing  to  have 
an  exclusive  distributing  agentl  And,  indeed,  the  ques* 
tion  of  unfair  business  is  even  narrower,  when  the  test 
of  unfair  business  is  applied  to  what  was  actually  done 
in  this  case ;  for,  while  the  restrictive  wording  of  the  con- 
tract was  broad  in  scope  and  covered  all  magazines  and 
all  publishers,  yet  in  its  practical  enforcement  it  was 
only  enforced  against  these  2  competitive  firms,  and  was 
not  enforced  a^inst  some  400  other  publishers  and  maga* 
zines  who  used  the  services  of  such  agents  in  a  fair  com- 
mercial way  and  did  nothinjg  to  un(krmine  the  loyalty, 
efficiency,  and  personal  relation  of  these  exclusive  agents 
to  their  principal. 

Having  thus  considered  the  general  situation  which  led 
to  the  making  of  these  contracts,  and  without  an  under- 
standing of  environment  and  the  causes  which  led  to  the 
making  of  a  contract,  there  can  be  no  just  construction  of 
a  contract,  let  us  now  turn  to  the  question  of  the  viola- 
tion of  the  Clayton  Act. 

In  this  regara  we  note  that  paragraph  3  of  the  Commis- 
sion's findings,  which  finds: 

"  The  defendant  has  made  sales  of  its  magazines  to,  or  entered 
into  contract  for  the  sale  of  the  same  with,  certain  persons,  part- 
nerships, or  cori>orations,  by  the  terms  of  which  sales,  or  con- 
tracts for  such  sales,  such  persons,  partnerships,  or  corporations 
have  agreed,  among  other  things,  not  to  act  as  agents  for,  or 
supply  at  wholesale  rates,  any  periodicals  other  than  those  pub- 
lished by  the  publisher/'  the  respondent  herein,  without  the  writ- 
ten consent  of  **  such  publisher  " — 

was  addressed  to  the  Clavton  Act  That  act  provides 
that  it  should  be  unlawful  for  one  engaged  in  commerce — 

"  to  lease  or  make  a  sale  or  contract  for  sale  of  goods,  *  *  *  on 
the  condition,  agreement,  or  understanding  that  the  lessee  or  pup- 
chaser  thereof  shall  not  use  or  deal  in  the  goods  **  *  *  of  a 
competitor    ♦    ♦    ♦    of  the  lessor  or  seller,"  etc. 

Seeing,  then,  that  a  lease  or  sale  is  the  thing  forbidden 
by  the  Clayton  Act,  that  in  this  case  the  alleged  sale  was 
made  by  written  contract,  and  that  this  written  contract 
of  sale  was  the  unlawful  contract  which  the  commission 
forbade  the  Curtis  Company  to  enforce,  it  is  apparent 
that  the  first  and  basic  question  in  the  case  must  be  di- 
rected to  an  examination  of  this  written  contract  and  a 
determining  whether  it  is  one  for  the  sale  of  goods,  etc., 
for,  if  it  is  not  for  a  sale,  the  requirements  of  the  Clayton 
Act,  namely,  "  a  sale  or  contract  of  sale,"  do  not  appear 
in  this  written  contract,  and  therefore,  no  sale  oeing 
shown  in  the  record,  it  is  the  duty  of  the  reviewing  court 
to  vacate  an  order  to  desist  from  violating  the  (Jlayton 
Act.  So  far,  therefore,  as  the  Clayton  Act  is  concerned, 
the  ouestions  involved  in  the  present  case  are:  First,  is 
the  Clayton  Act  limited  to  sales  pr  contracts  for  sales  of 
goods,  and,  second,  was  the  present  contract  one  of  salet 
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It  is  obTious  that  ttie  coiMdnsioiis  arrtred  at  in  this  opinion 
are  sudi  that  the  decision  in  Henry  v.  DidE  Ck>n  224  U.  8.  1« 
mast  be  regarded  as  overmled. 

But  in  doing  so  that  coart  suggested,  as  we  have  said, 
its  view  that  Confess,  in  passing  the  quoted  section  oi 
the  Clayton  Act,  nad  done  so  in  order  to  meet  the  deci- 
sion in  Henry  v.  Dick,  supra,  the  opinion  stating: 

We  are  confirmed  in  the  conclusion  which  we  are  announcing 
by  the  ftiCt  that  since  the  decision  of  Henry  t^.  Diclc  Co.,  224 
U.  8.  1,  thci  Congress  of  the  United  States,  the  source  of  all 
rights  under  patents,  as  if  in  response  to  tliat  decision,  has  en- 
acted a  law  making  it  unlawful  for  any  person  engaged  in  inter- 
state commerce  "  to  lease  or  make  a  sale  or  contract  for  sale  of 
goods  •  »  *  nuMdiinery,  supplies,  or  other  commodities,  i«Ae#Aer 
patented  or  unpatented,  for  use,  consumption,  or  resale,  •  ♦  • 
or  fix  a  price  charged  therefor  *  *  *  on  the  condition,  agree- 
ment, or  understanding  that  the  lessee  or  purchaser  thereof  shall 
not  use  •  ♦  ♦  the  goods,  •  •  •  machinery,  supplies,  or 
other  commoditiea  of  a  competitor  or  competitors  of  the  lessor  or 
seUer,  where  the  eflfect  of  such  lease,  sale,  or  contract  for  sale 
or  such  condition,  agreement,  or  understanding  may  be  to  sub« 
stantially  lessen  competition  or  t«id  to  create  a  monopoly  in  any 
line  of  commerce."    (38  Stat,  730.) 

And  in  that  connection  it  will  be  noted  that  in  the  dis- 
senting opinion  in  Henry  v.  Dick  (see  224  U.  S.,  60;  32 
Sup.  Ct.,  381;  56  L.  Ed.^  646;  Ann.  Cas.  1913D,  880)  the 
Chief  Justice,  with  two  justices  concurring,  suggested  the 
very  congressional  action  which,  we  submit,  was  after- 
wards embodied  in  the  Clayton  Act,  stating  that  their 
dissent  would — 

serve  to  malce  it  clear  that  if  erils  arise  their  continnance  wiU 
not  be  caused  by  the  inteipretation  now  given  to  the  statute,  but 
win  result  from  the  inaction  of  the  legislative  department  in 
failing  to  amend  the  statute  so  as  to  avoid  such  evils. 

That  shortly  after  this  decision  was  rendered  Con- 
gress passed  the  clause  in  question  gives  additional 
weight  to  the  view  that  Congress — 

as  if  in  response  to  that  decision,  has  enacted  a  law  malting  it  un* 
lawful  for  any  person  engaged  in  interstate  commerce  **  to  lease  or 
make  a  sale  or  contract  for  sale  of  goods,"  etc. 

Seeing,  then,  that  the  interstate  commerce  acts  made 
unlawful  by  ,the  Clayton  Act  wei^  limited  to  the  lease 
and  sale  of  goods,  we  turn  to  the  second  question,  namely : 
Did  the  present  contract  *^  lease  or  make  a  sale  or  con- 
tract for  the  sale  of  goods  "  ?  We  say  "  present  contract,'* 
for  as  that  contract  is  the  one  now  used,  and  whose  future 
use  is  the  practical  commercial  factor  involved,  we  pass 
by  aU  the  preceding  contracts  and  confine  ourselves  to 
the  one  on  which  the  Curtis  Company  stands  as  the 
assertion  of  its  lawful  right  to  contract  with  its  distrib- 
uting agents.  Turning,  tnen^  to  this  present  contract  of 
the  Curtis  Company,  which  is  Exhibit  D  of  its  answer, 
and  the  pertinent  parts  of  which  are  printed  in  the 
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marsin/  we  note,  first,  that  the  agreement,  which  is 
entitled  a  ^'  district  agency  agreement,"  is  in  form  and 
verbiage  an  appointment  by  a  publisher  of  an  agent,  and 
an  agent  for  limited  territory  and  for  a  mutuallv  op- 
tional time,  for  the  purpose  of  (a^  selling,  and  (b)  dis- 
tributing its  magazines.  Now,  tnere  are  no  words  in 
the  contract  which  purport  or  contemplate  the  sale  of 
such  majzazines,  and  there  is  express  provision  if  (a)  a 
sale,  or  (b)  a  distribution,  to  third  parties,  is  not  effected, 
the  magazines  consigned  are  to  be  returned  to  the  pub- 
lisher. Indeed,  the  nature  of  the  transaction,  the  neces- 
sary haste  to  get  the  magazines  into  Uie  hands  of  the 
boys  at  once,  shows  of  itself  that  there  was  no  reason  for 
transferring  title  by  sale.  It  was  not  the  handling  of 
commoditites  of  which  sales  would  naturally  be  made. 
It  was  a  contract  for  distributing  and  speeding  up  de- 
liveries of  an  article  whose  whole  value  depended  on  the 
haste  with  which  it  passed  from  the  agent's  possession. 
Confirming  these  statements,  we  note  that  in  clause  1, 
^^  appoint  uie  said  second  party  as  district  agent  for  the 
Saturday  Evening  Post,"  etc.,  are  words  aptly  used  in 
constitutinjg  an  agency,  viz,  ^^  appoint,"  and  of  restricted 
territory,  "district  agent." 

We  note  tliat  clause  3  provides  for  the  return  and  credit, 
at  consifflunent  prices,  of  unsold  copies,  and  that  clause 
5  provioes  for  the  payment  of  interest  at  6  per  cent  on  the 
money  deposit,  made  by  the  agent,  as  security  for  the 
magazines  consigned.  As  to  the  agent  making  sales  of 
the  magazine,  clause  8  obli^tes  him  to  sell  a  ceitain  num- 
ber of  copies  of  the  magazine,  and  clause  9  binds  him  to 

*  To  appolBt  the  said  iMirty  of  the  second  part  as  district  axent    •    •    • 

2.  To  snpplj  the  district  agent  with  copies  of  the  Saturday  Bveninff 
Post  and  or  the  Country  Gentleman  at  two  and  one-half  cents  (2|^)  each, 
aad  of  the  Ladles'  Home  Journal  at  nine  and  three-quarter  cents  (9t^) 
each»  transportation  charges  prepaid,  prorlded  that  If  the  district  agent 
fail  to  proTO  himself  entlUed  to  the  wholesale  rates  by  wholesaling  each 
publication  to  subagents,  and  by  sending  on  time  the  required  ftelly 
Itemised,  snbagents*  sales  reports,  or  if  the  district  agent  fall  to  maintain 
a  net  sale  of  nls  quota  of  tmp  one  pabUcatlon,  as  required  by  clause  S, 
the  publishers  may  then  charge  three   cents  a   copy  for  the   Saturday 

*  Evening  Post  and  ror  the  Country  Gentleman,  and  eleren  cents  a  copy  for 
the  LAdies'  Home  Journal,  or  may,  at  their  option,  terminate  the  contract 
after  thlrlr  days'  notice  and  appropriate  the  cash  security ; 

3.  To  grwe  credit  to  the  district  agent,  as  the  price  paid,  for  unsold 
copies  returned  in  accordance  with  tne  regulationM  governing  retume,  aa 
$t€ied  on  the  order  hl^nke  hut  ieaued  ^  the  oempany;    •    •    • 

8.  To  sell  at  least copies  of  each  issue  of  the  Saturday  Brening 

Post,  at  least  ■  copies  of  each  issue  of  the  Ladies'  Home  Journal, 
and  at  least copies  of  each  issue  of  the  Country  Gentleman ; 

0.  To  supply  Bubagents,  both  boys  and  dealers,  with  the  Saturday  fl^rc^ 
Blag  Post  and  the  Coontxy  Gtentleman  at  three  cents  a  copy  for  resale  at 
Are  cents  a  copy,  and  with  the  Ladles*  Home  Journal  at  eleren  cents  a 
copy  for  resale  at  fifteen  cents  a  copy,  and  to  make  delireries  early  on 
the  morning  of  the  sale  date ; 

10.  To  refrain  from  diiiplaying,  dellTerlng,  or  selling  any  copies  to  boys, 
dealers,  or  retail  customers  before  the  authorised  sale  date,  as  specified 
on  the_prlnted  order  blank  furnished  by  the  publishers ; 

11.  To  refrain  from  selling  any  copies  in  any  territory  known  to  be  con- 
trolled by  another  agent  under  contract »    ^    ^    * 

18.  To  refrain  hereafter  from  wholesaling  to  boys  or  dealers  (and 
from  attempting  to  influence  any  Curtis  agent  to  sell)  any  periodicals 
other  than  those  published  by  the  Curtis  Publishing  Company,  and  to 
raftahi  from  farnlshlnc  an/  other  publisher  or  his  agent  with  the  namea 
and  addresses  of  any  Curtis  agents,  without  first  obtaining  the  approval 
of  the  publishers;^    •    •  -•  fk- 

18.  To  permit  the  nubllshers  to  retain,  throughout  the  life  of  this 

agreement,  possession  of  the  8 herewith  remitted  by  the  district 

agent  as  cash  security  for  his  performance  of  his  several  obUgatkoa 
haftonder. 
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deliver  the  magazine  to  dealers  and  boys  "early  on  thfe 
morning  of  the  sale  date  "•  and  at  certain  specified  prices. 
We  also  note  that,  by  clause  10,  the  agent  binds  himself 
not  to  display,  distribute,  or  sell  anv  of  the  magazines 
before  an  authorized  sale  date^  and  by  clause  11  not  to 
sell  any  copies  in  territory  controlled  by  another  agent. 
All  of  these  and  other  details  that  might  l^e  cited  evidence 
that  the  relation  created  by  this  contract,  and  by  its  ex- 
pressed terms  meant  to  be  created,  was  one  of  agency,  and 
that  there  is  an  entire  absence  in  the  contract  of  any  terms 
or  words  usual  or  requisite  to  effecting  or  evidencing  a 
sale,  as  well  as  of  circumstances  inviting  or  necessitating 
a  sale. 

We  have  not  overlooked  the  fact  that  the  contract  pro- 
vides for  the  maintenance  by  the  agent  in  the  hands  of 
the  publisher  of  an  advance  sum  of  money  sufficient  to 
indemnify  the  publisher  for  all  magazines  forwarded. 
But  in  our  judgment  this  deposit  can  not,  in  view  of  the 
right  of  return,  be  regarded  as  a  payment,  but  rather  as 
an  indemnity  to  secure  pavment,  for  all  copies  the  agent 
does  not  return.  It  is  a  nmd  on  which  the  publisher  is 
obliged  to  pay  a  substantial  interest  rate.  It  is  an  in- 
demnity, and  the  fact  that  such  indemnity  is  in  money, 
instead  of  a  bond  or  obligation  to  pay  money,  is  of  no 
significance,  and  the  crucial  question  still  remains :  Is  the 
contract  which  it  indemnifies  one  of  sale  to  a  buyer,  or 
consignment  to  an  agent,  for  subsequent  sales  or  distribu- 
tion ?  It  is,  moreover,  an  indemnity  fund  for  which  the 
Curtis  Company  is  bound  to  account  to  the  agent.  Nor 
is  the  accounting  price  of  the  magazines  even  fixed  by  the 
contract.  It  depends  on  the  future  efiiciency  of  the  agent. 
Nor  is  the  fact  to  be  overlooked  that  the  contract,  taken 
as  a  whole,  could  not  be  satisfied  by  the  mere  fact  of  sale 
to  a  buyer,  for,  if  the  transaction  ended  with  a  sale  by 
the  publisher,  the  whole  spirit  and  purpose  of  the  contract 
would  be  lost,  which  is  that  the  distributing  agent  should 
distribute  to  the  boys  and  the  boys  distribute  to  their  per- 
sonal customers. 

The  subject  of  the  contract  is  a  lar^e  quantity  of  maga- 
zines, and  the  object  of  the  contract  is  not  to  vest  owner- 
ship of  them  in  the  other  party  to  the  contract,  but  to 
pass  those  magazines  by  the  use  of  other  agencies  into  the 
hands  of  the  public.  And  the  object  of  placing  these 
magazines  in  uie  hands  of  the  public  is  not  alone  to  get 
from  the  real  buyer  of  the  magazine  its  comparatively 
small  price,  but  by  placing  it  in  the  hands  of  a  vast  num- 
ber of  buyers  to  thereby  enable  the  publisher  to  obtain 
that  advertising  patronage  which  is  the  financial  main- 
stay of  all  such  periodical  publications.  It  has  therefore 
seemed  to  us  that  the  unique  character  of  the  subject- 
matter  of  this  contract,  the  obiect  the  publisher  had  in 
view,  and  the  phraseology,  conditions,  and  obligations  of 
this  contract,  unite  to  make  the  contract  one  ox  consign- 
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ment  to  a  distributing  agent,  who  was  furthering  the 
business  of  his  principals,  and  not  one^  of  a  buyer,  who 
thereby  acquires  title  for  nis  own  individual  purposes.^ 

Such  being  the  case,  we  hold  the  Commission  erred  in 
the  legal  construction  of  this  contract,  and  therefore  had 
no  proof  before  it  to  find,  as  it  did  in  its  third  finding, 
that  '^  the  respondent  has  made  boUb  of  its  magazines  to, 
or  entered  into  contract  for  the  9(de  of  the  same,  with  cer- 
tain persons,^'  etc.,  and  therefore  its  legal  conclusion  from 
such  findings,  viz,  '^  that  the  acts  and  conduct  set  forth  in 
paragraph  3  of  said  finding  are,  under  the  circumstances 
therein  set  forth,  in  violation  of  the  provisions  of  section 
3 ''  of  the  Clayton  Act.  was  in  error,  as  was  also  the  part 
of  its  decree  which  enforced  such  conclusdon. 

Having  thus  found  that  the  distributive  agency  con- 
tract was  not  a  violation  of  the  Clayton  Act,  we  next 
turn  to  the  third  Question,  namely:  Does  the  making 
and  enforcing  of  tnat  contract,  whether  it  be  a  con- 
tract of  sale  or  distribution,  constitute  unfair  competition 
in  business?  What  is  unrair  competition  in  business! 
NoWj  while  Congress  has  enacted,  as  we  have  seen,  ^'  that 
unfair  methods  of  competition  in  commerce  are  declared 
unlawful,"  it  has  not  defined  unfair  competition,  or  speci- 
fied what  shall  constitute  unfair  competition.  From  this 
absence  of  definition,  it  is  reasonable  to  infer  that  it 
was  in  the  mind  of  Congress  that,  as  unfair  competition 
had  lonff  been  a  subject  of  judicial  scrutiny,  determina- 
tion, and  was  involved  in  remedial  suite  at  law  for  dam- 
ages and  of  injunctive  suite  in  equity,  to  prevent  continu- 
ance, the  definition  and  ascerteinment  of  what  consti- 
tuted imfair  competition  was  a  leml  question  which 
the  law  could  determine.  Indeed,  in  tne  nature  of  things, 
it  was  impossible  to  describe  and  define  in  advance  Just 
what  constituted  unfair  competition,  and  in  the  nnal 
analysis  it  became  a  question  of  law,  after  the  facte 
were  ascerteined,  whether  such  facte  constitute  unfair 
competition  in  business,  for  the  test  of  fairness,  as  of 
fraud,  is  the  application  by  the  law  of  moral  standards 
to  the  actions  oi  men. 

While  it  was  the  exclusive  right  of  a  jury  in  a  case  at 
law  to  find  the  facte  in  any  given  case,  it  still  remained 
the  duty  of  the  trial  judge,  before  entering  judgment,  to 
decide  whether  from  those  facte  the  injury  oi  unfair  com- 
petition in  business  could  be  lawfully  inferred.  So, 
also,  when  the  case  was  in  equity,  while  it  was  the 

Srovince  of  the  judge  to  find  tne  facte^  it  also  was  his 
uty,  and  as  well  the  duty  of  a  reviewing  court,  to  de- 
cide whether,  upon  those  facte  so  found,  the  injury  of 
unfair  competition  in  business  existed.  Presumably, 
with  this  recognized  existing  jurisdiction  of  Federal 
courte  over  cases  of  unfair  business  competition  in  mind, 
Congress  passed  the  Trade  Commission  Act,  the  perti- 
nent parte  of  which  we  have  heretofore  noted  in  the 
margin. 
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Such)  then,  being  the  existing  and  hy  the  act  un- 
changed jurisdiction  of  such  courts  in  reference  to  ques- 
tions of  unfair  competition  between  business  competitors 
generally,  and  that  jurisdiction  being  exercised  on  well- 
established  legal  principles,  it  follows  that  when  Con- 
gress invoked  an  exercise  of  supervisory  power  on  the 
part  of  such  courts  over  the  action  of  the  Trade  Com- 
mission, and  enacted  that  this  supervisory  power  should 
be  exercised  before  the  orders  of  the  Trade  Commission 
could  be  enforced,  it  would  seem  to  follow  that  the  su- 
pervisory powers  which  the  court  was  meant  and  in- 
tended to  exercise  were  the  usual  powers  exercised  in  the 
usual  way  by  those  courts  when  exercising  their  power 
to  review,  and  while  the  act  provided  that  the  findings 
of  fact  made  by  the  Commission  were  final  and  conclu- 
sive, it  still  remained  the  duty  of  the  supervising  court  to 
determine  the  same  legal  questions  which  a  supervising 
court  had  in  reviewing  actions  of  the  trial  court,  namely, 
whether  under  all  the  facts  found  by  the  Trade  Commis- 
sion a  case  of  unfair  business  competition  was  established. 
That  Congress  meant  to  invoke  some  supervisory  power 
precedent  to  the  Trade  Commission  enforcing  its  orders 
18  apparent,  and  unless  that  invoked  jurisdiction  meant 
in  enect  to  submit  to  the  judgment  of  the  Circuit  Court 
of  Appeals  the  legal  question  whether  the  facts  found  by 
the  Commission  established  that  the  competition  was  by 
the  jud^ent  of  law  unfair,  and  if  that  supervisorv 
power  did  not  charge  the  Circuit  Court  of  Appeals  with 
the  legal  duty  of  judicially  deciding  whether  the  facts 
found  were  such  as  warranted  injunctive  relief  by  the 
Commission,  we  may  well  ask  the  question,  What  super- 
visorv power  did  Congress  intend  snould  be  exercised  by 
the  Courts  of  Appeals  ?  For,  if  such  supervisory  power, 
which  is  one  of  substance  and  judicial  in  its  nature,  is  not 
to  be  exercised  by  that  court,  then  it  is  manifest  that  the 
supervisory  power  which  Congress  invoked  was  one  of 
mere  shadow  and  not  of  substance. 

To  our  mind  the  situation  is  wholly  different  from  that 
of  the  Interstate  Commerce  Commission.  There  the  basic 
question  is  the  fixation  of  rates,  which  is  a  question  of 
business  discretion,  and  in  no  sense  a  legal,  judicial,  or 
moral  one.  Manifestly^  Congress  did  not  mean  to  confer 
upon  the  Trade  Commission  the  power  to  grant  injunc- 
tions in  cases  of  business  competition^  where  courts  would 
?ot  be  justified  in  granting  injunctions.  Indeed,  when 
!ongress,  in  invoking  such  reviewing  and  supervisory 
power,  said  "  the  court  ♦  ♦  ♦  shafl  have  jurisdiction 
of  the  proceeding  and  of  the  question  determined  therein, 
and  shall  have  power  to  make  and  enter  upon  the  plead- 
iriffs,  testimony^  and  proceedings  set  forth  in  such  tran- 
script, a  decree  affirming,  modifying,  or  setting  aside  the 
order  of  the  Commission,''  it  was  using  language  which 
aptly  described  the  customary  jurisdiction  and  power 
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theretofore  exercised  by  Circuit  Courts  of  Appeals  in 
reviewing  cases  of  alle^d  unfair  business  competition. 

Such,  then,  being  tne  supervisory  jurisdiction  con- 
ferred on  this  court,  we  turn  to  the  question  before  us  and 
inquire  whether  the  record  as  a  whole,  which  includes 
not  only  the  findings  of  fact  made  by  the  Commission 
but  also  the  proofs  in  regard  to  which  the  Commission 
made  no  findings,  disclose  a  case  of  unfair  business  com- 
petition on  the  part  of  the  Curtis  Company,  which  war- 
rants a  decree  which  in  effect  enjoins  them  from  success- 
fully continuing  a  distributing  and  selling  agency  they 
have  utilized  for  years. 

Before  taking  up  that  question  we  note  the  fact  that 
while  this  proceeding  was  pending  before  the  Trade 
Commission  the  Pictorial  Review  Company  invoked  the 
jurisdiction  of  the  United  States  District  Court  for  the 
Southern  District  of  New  York  by  a  bill  filed  against 
the  Curtis  Publishing  Company  to  enpoin  unfair  busi- 
ness competition.  That  court,  in  an  opinion,  reported  at 
255  Fed.,  208,  said : 

What  complainant  evidently  desires  is  not  merely  to  sell  to 
these  wholesalers,  which  it  can  do  already  in  cases  where  the 
wholesalers  have  a  retail  trade,  and  to  the  extent  of  that  retail 
trade,  hot  to  avail  Itself  of  the  organization  of  the  Curtis  boys, 
built  up  by  the  ingenuity,  labor,  and  capital  of  the  defendant. 
The  defendant.  In  Insisting  upon  maintaining  the  integrity  of  its 
system,  is  not  In  my  opinion  guilty  of  unfair  trade.  On  the  con- 
trary, the  complainant,  in  attempting  to  avail  itself  of  this 
system,  is  engaging  in  unfair  trade.  Thtit  it  can  not  build  up  a 
system  of  its  own,  if  it  desires  to  do  so  and  wiU  go  to  the  trouble 
and  expense,  I  do  not  believe.  It  is  attempting  here  to  secure  a 
preliminary  injunction  to  prevent  the  defendant  from  contracting 
with  the  latter's  district  agents  not  to  market  the  Pictorial  Review 
through  boys  and  dealers.  To  grant  such  an  injunction  would 
break  up  what  I  think  is  a  perfectly  legitimate  system  for  the 
promotion  et  sales  of  the  defendant's  magazines,  and  wotdd  enable 
the  complainant,  without  expense,  to  employ  the  organization 
built  up  and  fostered  by  the  defendant 

An  examination  of  that  case  shows  that,  upon  facts 
which  in  no  wise  controverted  the  fact  finding  of  the 
Commission  heretofore  set  forth,  that  court  lield  the 
Curtis  Company's  course  did  not  constitute  unfair  busi- 
ness competition.  We  see  no  reason  to  differ  from  the 
conclusion  reached  by  that  court,  and,  unappealed  from 
as  it  is,  it  judicially  and  finally  adjudged  that  as  between 
these  companies  the  Curtis  Company  has  not  been  guilty 
of  unfair  competition  in  business.  And  such  matter 
being  as  between  these  parties  finally  adjudged,  two 
things  follow :  First,  the  competition  or  the  Curtis  Com- 
pany is  adjudged  not  unfair;  and,  second,  no  court  could 
thereafter  in  a  suit  between  these  parties  issue  an  in- 
junction to  enjoin  such  competition. 

Of  course,  the  decree  in  that  case,  where  private  rights 
only  are  concerned,  binds  only  the  parties,  and  can  in  no 
way  affect  the  jurisdiction  of  the  Trade  Commission ;  but 
the  fact  that  while  the  business  relations  of  these  parties 
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were  under  review  by  the  Commission  one  of  the  parties 
invoked,  as  it  had  a  nght  to  do,  the  jurisdiction  of  a  court 
in  equity  and  sought  to  enjoin  such  alleged  unfair  com- 

Setition,  and  that  court,  after  hearing,  held  that  the 
efendant's  business  operations  did  not  constitute  imfair 
competition,  but,  on  the  contrary,  the  complainant's 
a43tions  did,  and  the  Trade  Commission  therearter,  upon 
similar  facts  shown  to  it,  held  the  Curtis  Company  was 
guilty  of  unfair  competition  in  business,  the  mere  exist- 
ence of  such  an  anomalous  and  contradictory  holding  of 
legal  conclusion  upon  the  same  general  facts  in  ana  of 
itself  sugg^ests  that  in  the  exercise  of  our  reviewing,  super- 
visory jurisdiction  it  is  for  us  to  decide  whether  ^e  legal 
<][uestion  before  the  Trade  Commission  was  rightly  de- 
cided by  it,  and  in  deciding  that  question  we  may  give 
due  consideration  to  the  reasoning  and  opinion  of  the 
court  referred  to,  with  a  view  to  avoiding  conflicting 
holdings  under  substantially  similar  states  of  fact — 

But,  l:)ef ore  taking  up  that  question,  let  us  make  it  clear 
that  we  are  not  violating,  or  in  any  way  ignoring,  the 
statutory  limitation  on  our  supervisoir  reviewing  juris- 
diction, namely,  '^  that  the  finding  of  tacts,  if  supported 
by  testimony,  shall  be  conclusive.^  The  findings  of  fact 
by  the  Trade  Commission  we  have  quoted  in  full.*  Those 
findings  we  accept  as  established,  and  they  are  the  sole 
foundation  on  which  the  order  of  the  Commission  is  bot- 
tomed. ^'  From  the  foregoing  findings,  the  Commission 
concludes,"  is  its  own  statement. 

But  the  case  did  not  turn  on  this  restricted  phase,  which, 
in  our  judgment,  totally  ignores  the  real  situation,  and 
makes  no  finding  on  those  lacts  which  are  really  determi- 
native of  the  question  whether  the  competition  of  the  . 
Curtis  Company  was  unfair  business  competition.  That 
real  situation,  as  we  have  seen  from  the  uncontradicted 
proof,  among  other  features,  consists  of,  first,  the  crea- 
tion, through  years,  with  great  effort  and  large  expense, 
of  the  Curtis  Company's  schoolboy  selling  organization ; 
second,  that  the  district  distributing  agente  constitute  the 
control,  morale,  recruiting,  and  existence  of  the  school- 
boy selling  organization;  third,  the  efforts  of  two  com- 
petitors to  appropriate  that  sellmg  agency  to  themselves, 
with  the  undisputed  consequence  of  undermining  its  . 
morale  and  destroying  its  efficiency ;  and,  lastly,  that  the 
purpose  of  the  Curtis  Company  in  putting  in  its  contract 
the  clauses  objected  to  was  not  to  interfere  with  commerce, 
or  with  the  circulation  of  the  400  magazines,  but  solely  to 
thwart  the  unfair  plan  of  2  unfair  competitors,  who 
sought  to  undermine  the  imdivided  loyalty  of  the  Curtis 
distributing  district  agents,  and  through  tnem  disrupting 
the  Curtis  schoolboy  organizations. 

Now,  it  is  very  apparent  that,  where  the  supervisory 
review  by  the  Circuit  Court  of  Appeals,  which  Congress 

»  8t*  p.  684. 
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invoked,  provided  that  that  court  "  shall  have  power  to 
make  and  enter  upon  the  pleadings^. testimony,  and  pro- 
ceedings set  forth  in  sudi  transcript,  a- decree,''  it  is  the 
province,  and  indeed  the  duty,  of  the  reviewing  court,  to 
consider,  not  merely  the  findings  of  the  Conmnssion,  but 
the  whole  record,  tne  whole  proofs,  and  the  whole  pro- 
ceeding, and  to  say,  first,  wnether,  in  view  of  all  the 
proofs,  the  limited  facts  found  by  the  Commission  really 
passed  on  the  pertinent  and  decisive  facts,  and  so  war- 
ranted an  injunction ;  and,  second,  if  such  limited  facts 
do  not  reach  the  merits,  and  do  not  alone  legally  justify 
and  warrant  a  decree  of  unfair  competition  and  injunc- 
tive relief,  then,  since  Congress  has  enacted  that  the  Cir- 
cuit Court  of  Appeals  ^  shall  make  and  enter  upon  the 
pleadings^  testimony^  and  proceedings  set  forth  in  such 
transcript,  a  decree  afKrming,  modifying  or  setting  aside 
the  order  of  the  Commission,"  it  is  quite  clear  that  it  is 
not  only  the  province,  but  the  duty,  of  the  Circuit  Court 
of  Appeals,  and  indeed  the  expressed  purpose  of  Con- 
gress that  such  reviewing  court  should  itseli  examine  the 
pleadingjs,  the  entire  testimony  and  proceedings,  and  upon 
such  inclusive  examination  aetermme  whether  the  facts 
found  by  the  Commission  and  the  proofs  on  which  the. 
Commission  made  no  findings,  and  which  the  court,  in 
the  absence  of  such  finding,  itself  finds  and  determines, 
legally  established  a  case  oi  unfair  business  competition 
by  the  Curtis  Company. 

Taking,  therefore,  tne  record,  proofs,  and  pleadings  as 
a  whole,  we  hold  as  a  legal  and  judicial  conclusion  that 
the  proofs  are  not  such  as  can  support  a  judgment  or 
decree  of  unfair  competition  on  the  part  of  tne  Curtis 
Company  toward  the  Pictorial  Company  and  the  Crowell 
Company.  That  company  legitimately,  and  in  course  of 
fair  business  dealing,  built  up  and  recruits  by  its  dis- 
tributing district  agents  a  selling  agency  of  schoolboys, 
the  whole  efficiency  of  which  consisted  in  undivided  loy- 
alty and  single-hearted  service,  primarily  of  the  district 
agents  and  secondarily  of  the  Doys^  to  that  company, 
llie  whole  situation  was  unique.  This  was  not  a  case  of 
commerce  in  the  ordinary  channels  of  salesmanship.  The 
Curtis  Company,  by  the  personal  work  of  their  distribut- 
ing agents,  selected  boys  of  tender  years,  whose  work  and 
business  was  school  work,  whose  time  was  limited,  and 
whose  capacity  of  salesmanship  was  restricted  to  a  maga- 
zine that  sold  for  5  or  10  cents,  and  to  a  sale  of  approxi- 
mately not  exceeding  50  copies.  Had  the  magazine  been 
one  that  sold  for  26  or  80  cents,  it  is  quite  evident  the 
boys  could  not  have  sold  it.  Were  they  to  try  to  sell  more 
than  50  it  would  be  at  the  expense  of  their  school  duties, 
their  play  time,  and  the  wishes  of  their  parents.  There 
can  be  no  doubt  under  the  proofs  that  the  Curtis  Com- 
pany, in  building  up  this  boy  selling  organization  through 
the  distributing  district  agents,  was  not  throttling  or, 
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indeed,  dealing  with  the  ordinary  channels  of  commerce, 
but  was  enlaraing  the  sphere  of  commerce  by  enlii^ing 
in  its  sendee  ^e  selling  power  of  schoolboys  who,  but  for 
this  organization,  would  not  only  not  haye  taken  part  in 
present  commerce  but  who  would  haye  missed  the  com- 
mercial training  the  Curtis  Company  alone  gaye  them  for 
future  conmierce,  and  the  Pictorial  Company  and  the 
Crowell  Company  had  no  hand  in  giving  tnem,  and, 
indeed,  it  seems  to  us  that  these  companies  will,  if  this 
injunction  here  complained  of  was  enforced,  succeed  in 
really  throttling  commerce  by  disrupting  and  destroying 
an  emcient  agency  which  is  extending  commerce. 

Moreover,  it  is  dear  that  Uiese  companies  as  well  as 
other  publishers  already  have  full,  unrestrictied  circula- 
tion agencies.  The  proofs  show  that  the  American  News 
Company  still  continues  its  general  business  of  distrib- 
uting the  publications  of  all  publishers  who  choose  to  use 
its  seryice:  that  there  are  upwards  of  400  different  maga- 
zines which  are  distributed  and  circulated  solely  through 
its  agency  and  the  United  States  mail,  and  that  its  serv- 
ice reaches  every  retailer  of  magazines  in  the  United 
States.  In  that  regard  the  proof  of  the  scope  of  the  dis- 
tribution facilities  of  the  News  Company  and  of  their 
being  open  to  and  used  by  the  particular  competitors  of 
the  respondent,  toward  whom  the^  are  alleged  in  this  pro- 
ceeding to  haye  used  imfair  business  competition  by  the 
contract  in  question,  and  that  the  retailers  to  whom  the 
contract  forbids  its  distributing  agents  to  furnish  other 
magazines  can  be,  and  in  fact  are,  furnished  with  all  other 
magazines,  including  the  magazines  of  the  complaining 
competitors  of  the  Curtis  Company,  by  the  ibnerican 
News  Company  service.  All  this  is  shown  by  tiie  proofs 
of  the  Government,  in  the  testimony  of  witnesses,  among 
whom  we  quote  from  Thomas  H.  JBeck,  of  the  CroweU 
Company,  a  complaining  competitor: 

Q.  Will  you  now  d^iscrlbe  how  tlie  distribution  of  maga- 
sines  is  made  through  the  American  News  Company — ^how  do  they 
operate?— A.  We  supply  our  publications  to  them,  and  they  dis- 
tribute them  through  their  branches,  and  their  branches  redis- 
tribute to  retail  news  dealers.  They  cover  the  entire  countxy 
with  that   service.    •    •    • 

Q.  Have  you  been  able  to  reach  all  the  retail  dealers  through 
the  agency  of  the  American  News  Company? — ^A.  Yes;  we  can 
reach  all  the  retail  news  dealers  through  the  American  News 
Company.  We  can  reach  them — ^in  other  words,  you  can  ship  to 
them,  because,  if  their  Ideation  and  address  are  known,  you  can 
make  the  shipments.    ^    ^    ^ 

Q.  Now,  you  have  not  depended  on  the  American  News  Company 
entirely  As  a  matter  of  getting  your  magaslnes  to  the  people?— A. 
Yes,  sir;  in  the  matter  of  single  copy  sales,  we  practicaUy  depend 
on  them. 

The  proofs  further  show  that  through  these  retailers 
they  reach  the  boy  salesmen  who  get  their  supplies  from 
these  retailers,  tn  that  regard,  the  same  witness,  speak- 
ing of  the  retailer,  says : 
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He  gets  the  star  edition  for  sale  over  his  own  counter,  and  gets 
the  boy  edition  for  sale  to  the  boys. 

Q.  Do  you  know  of  any  place  or  locality  where  a  retailer  could 
not  get,  through  the  American  News  Company,  the  star  edition 
of  the  magazine  you  refer  to,  and  your  other  magazines? — Jl.  I 
do  not. 

To  the  same  effect  is  the  testimony  of  B.  A.  Mackinnon, 
circulation  director  of  the  Pictorial  Review,  a  maga- 
zine published  by  the  Pictorial  Company.  Mr.  Mackin- 
non's  testimony  was: 

Q.  Is  it  not  possible  for  any  retail  dealer  in  any  part  of  the 
United  States  to  get  copies  of  your  magazines  through  the  Ameri- 
can News  Company,  for  sale? — A.  Yes,  sir. 

Q.  And  it  has  always  been  so;  Is  not  this  the  fact?— A.  As  far 
as  I  know;  yes,  sir. 

It  will  thus  be  seen  that  the  retail  dealers  in  every  part 
of  the  United  States  were  reached  for  many  years  by  the 
Curtis  Company  and  its  competitors,  and  that  this  service 
and  method  of  reaching  the  retailer's  customer  and  of 
the  dealer  selling  to  boy  salesmen  is  now  open  to  and 
used  by  the  competitors  of  the  Curtis  magazines.  From 
this  it  will  be  seen  that  when  the  Curtis  Company,  by 
clause  18,  kept  its  distributing  agents  from  "  wholesaling 
.to  *  *  *  dealer  ♦  ♦  ♦  any  periodical  other  than 
those  published  by  the  Curtis  Company  ♦  ♦  ♦  with- 
out first  obtaining  the  approval  oi  the  publishers,"  they 
did  not  prevent  or  hinder  such  retailer  from  getting  the 
publications  of  these  other  publishers  through  the  Ameri- 
can News  Company. 

It  will  also  be  noted  that,  in  dealing  with  the  magazine 
business,  we  are  not  dealing  with  anything  that  has  been 
made  the  subject  of  monopoly,  sole  supply,  or  by  depriva- 
tion of  whicn  the  public  has  been  deprived  of  anything 
it  desires.  There  is  no  suggestion  in  the  arguments  or 
proofs  in  the  record  that  any  person  who  desires  any  one 
of  the  400  magazines  of  the  country,  including  these  com- 
peting magazines,  can  not  readily  get  such  magazine 
from  any  retailer  to  whom  he  applies  in  person,  have  it 
re^larly  delivered  to  him  by  a  boy  salesman  who  deals 
with  such  retailer,  or  directly  from  the  publisher  through 
the  mails.  Indeed,  the  latter  agency  is  the  customary  one 
by  which  we  usually  get  our  magazines. 

We  note  these  facts,  because  this  freedom  of  access  to 
the  consumer  and  the  entire  absence  of  monopoly  and 
nondeprivation  of  the  public  have  been  regarded  as  an 
important  element  in  the  decision  of  cases  of  alleged 
unfair  business  conipetition.  Thus  in  Ford  v.  Boone, 
244  Fed.,  341,  156  C.  C.  A.,  627,  the  Circuit  Court  of 
Appeals  of  the  Ninth  Circuit  says : 

It  is  to  be  borne  in  mind  that  the  plaintiff  has  no  monopoly  of 
the  antomobile  business,  but  only  of  one  oat  of  almost  innumerable 
kinds  of  cars,  aU  differing  in  detail  one  from  the  other,  but  of  the 
same  general  type,  and  all  designed  to  be  used  in  the  same  general 
manner  and  for  the  same  general  purpose.  If,  as  was  admitted 
to  be  the  fact  in  the  Motion  Picture  Fatenta  Company  case,  the 
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piBfairffTs  <9ir  warn-  ^^Hmilr  iiaBapauMbi^  t»  cii»  oucT^^r  «ai  ''C  ^ 
srcat  Bufusftrj.  ami  if  its  piaii  a£  mactetiiu^  were  amdi.  4»  ta  c«ik 
soxatt  «a  iiMinimmt  of  oHiEBaBaK  or  fiDQExtzaoL  cUmb  c&»  «wm;ta 
aiioKEd  pwrhaps  btt  imiiij  cq  ctiacBvor  m—nw  t)^  wibid^  tu  tii&^ 
•■pHuze  ica  sjs^eiii.  ami  oa  esnennieft  compietitiy^  edbct «(  bucwuaa 
Ae  Mfwmen  or  dlatrihuUiia  of  its  p'odtict;  bitt  sudi  tB  out  tiiii 


Indeed,  thaoi  is  no  proaf  in  this  rscord  tiuifi  any  bacm 
bas  been  danst  in  che  past  by  the  buanesB  nusthuds  fill- 
Iow«d  by  che  Cards  Lompiyij^  uac  is  ther«  any  pruuf 
that  aanmerce  has  been  ul  aziT  way  throttled  tjuanri);^ 
By  this  order  of  che  Cammi^auHL  aa  LXLJunctioa  t2>  now 
laased.  which*  whatever  mmw  be  mid  to  the  ooAtrajnr^  dti$^ 
mpts  and  ferbids  contiiinatioii  of  a  bipmwRS  course 
opoily  pursued  for  years,  and  takes  away«  wit&nit  conir- 
poosatioiu  the  aaaet  of  good  wilL  which  can  not  be  booghlfc 
with  moner.  bat  which  is  the  result  of  years  of  persomil 
SMTice  and  loTnItv. 

InjonrtTon  is  so  drastic  and  prohibitive  a  remedy,  its 
iasaanee  by  a  eoart  of  ccpiity  so  eaoFefoIIy  saS^^uarded,. 
that  lo  lukwe  sohstaiUial  i^ie^oa  of  ibe  wiaduoa  of  soidk 
isBoe  often  sofiees  to  withhold.  To  doubt  is  W  decide^, 
end  this  weQ-foanded  prrncrple  of  c(|ai^  in  icseif  wooM 
lead  a  coort  of  original  jurisdictioa  to  deny  the  strong 
ann  of  injaxkctive  r^ef.  Bat  in  this  c^»  the  foundatioii 
of  our  order  ss  not  doabt,  bat  OKtainty  ;  for^  acceptiB|^  itt 
their  entirety  and  finality  all  facts  fomid  by  the  i.oi&mis^ 
sion^  bat  taidn^  the  whole  record  and  the  proois  oa 
which  the  CommissLon  has  made  no  findingy  we  axe  sati^ 
fied,  as  the  statute  providesy  ^  upon  the  pleadiii^  tesd- 
mony ,  and  proceedings  set  forth  in  the  transcript  "^  the 
charae  of  imf  air  methods  of  eompetxtion  eoold  not  be 
legaDy  a^adeed.  If  this  was  a  case  wkwe  a  trial  court 
had  submitted  these  proofe  to  a  jury  from  which  to  find 
a  Terdiet  of  unfair  bosineaB  competitioiu  a  reriewinif 
court  would  be  constrained  to  set  such  rerdict  asidb  as  not 
having  testimony  to  soppst  it. 

In  passing  this  act  and  granting  to  a  Coranussion  power 
in  a  new  and  untested  field  to  issue  injunctions  which 
should  stop  and  prohibit  cranmerceY  we  are  of  opinion 
that  Congress,  in  invoking  the  reviewing  supervision  of 
Federal  courts,  experienced  in  review,  meant  that  those 
courts  should  exercise  that  reviewing  power  as  they  had 
been  accustomed  to  do  it  theretofore.  So  viewing  the 
statute,  and  so  examining  the  whole  record,  we  consider 
it  the  duty  of  this  court  to  make  eifective  the  j^wer  of 
^  setting  aside  the  order  of  the  Commission  "  which  Caor 
gress  so  enacted* 

Let  a  proper  decree  be  drawn. 
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WINSTED   HOSIERY   00.   v.   FEDERAL   TRADE 

COMMISSION.' 

(Circiiit  Court  of  Appeals,  Second  Circuit.    April  13, 

1921.) 

No.  200 

1.  Thadx-Marks  Ain>  Trade  Namkb  Kkt  No.  80},  Nxw,  Vol.  8A 

Kkt-No.  SsRna— Tbads   Couiibsion   can  Only   Frkvbmt 

Uktaik  CoMFRinOM. 

The  Federal  Trade  Cammiwdon  is  muthorized  by  act  September  26, 
1914,  pazagraph  5  (Comp.  St.  par.  8836e),  only  to  inquire  into  unfair 
methoda  of  competition  in  intestate  and  foreign  commoce  if  so 
doing  will  be  of  interest  to  the  public,  and  to  iasue  an  order  requiring 
a  peracm  or  corporation  employing  unfidr  methoda  to  dedst  from 
ddng  80,  but  is  not  made  a  cenaor  of  commercial  morals  generally. 

2.  Tbads-ICarks  and  Tbads  Namkb  Kst  No.  80},  Nsw,  Vol.  8A 

KXT-NO.  SSRIXfl — MuSRANDDfa  WmCH  DbCSIVSS  OHhY  OOK- 
■UMKBB   m    NOT    UnVAIR    COMFRTmOK,    WrHIN    TRAOR    CoK- 

MiasioN's  JmuBoionoN. - 

The  practice  by  an  underwear  manufacturer  of  branding  its 
products  as  wool,  merino,  etc.,  when  in  fact  they  were  composed  only 
partly  of  wool  or  merino,  which  was  shown  to  be  in  conformity  to  the 
uniyeraal  custom  among  manufacturers  of  such  articles,  and  not  to 
deceive  the  trade,  though  it  did  mislead  some  customers,  is  not 
unMr  competition,  within  the  Trade  Commission  act  (Comp.  St. 
pan.  883te-8836k),  so  that  the  Trade  Commission  can  not  order  the 
manufacturer  to  desist  from  such  practices. 

(The  syllabus  is  taken  from  272  Fed.  957.) 

Petition  to  Revise  Order  of  the  Federal  Trade  Com- 
mission. 

Petition  by  the  Winsted  Hosiery  Co.  to  revise  an  order 
of  the  Federal  Trade  Commission.    Order  reversed. 

Certiorari  granted  266  U.  S.  — ,  41  Sup.  Ct.  626,  65 
L.Ed. 

Wood,  Malloy  &  France,  of  New  York  aty  (M.  J. 
France,  of  New  York  City,  of  counsel),  for  petitioner. 

Adrien  F.  Busick,  J.  T.  Clark,  and  Marvin  Farrington, 
all  of  Washington,  D.  C,  for  respondent. 

Before  Ward,  Hough,  and  Manton,  circuit  judges. 

>  BsTiewiag  ordm  of  tha  CommlMioa  in  Fsdersl  Trsda  Comiiiisiifln  t .  Winsttd 
Hoilery  Co.,  2  F.  T.  C,  302  snd  8  F.  T.  C.  189.  Petition  of  ttao  Commission  for  writ 
of  ottUoimri  in  tUs  caso  was  gnatod  by  tbo  Suprtmo  Court  on  Juno  0, 1931. 
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Ward,  Oircuii  Judge : 

October  30.  1918,  the  Federal  Trade  Commission  issued 
a  complaint  (No.  214,  docket  page  76  herein)  against  the 
Winsted  Co.  for  a  yiolation  of  section  5  of  me  act  of 
September  6,  1914,  it  appearing  to  the  Commission  that 
a  proceeding;  by  it  in  respect  thereof  would  be  to  the 
interest  of  the  public.    The  particular  chaige  made  was: 

Pabagraph  Thbex.  That  for  more  than  one  year  kst  past  the 
respondent,  Winsted  Hosiery  Co.,  with  the  purpoae,  intent,  and  e£Fect 
of  stifling  and  suppressing  competition  in  the  manufacture  and  sale  of 
underwear  in  intrastate  commerce,  has,  in  the  conduct  of  its  business, 
manufactured  and  sold  in  commerce  aforesaid,  and  labeled,  advertised, 
and  branded  certain  lines  of  underwear  composed  qi  but  a  small  amount 
of  wool  as  "Men's  Natural  Merino  Shirts,''  ^'Men's  Gray  Wool  Shirts," 
"Men's  Natural  Wool  Shirts,"  "Men's  Natural  Worsted  Shirts," 
*' Australian  Wool  Shirts;"  that  such  advertisements,  brands,  and  labels 
are  false  and  misleading  and  calculated  and  deogned  to,  and  do, 
deceive  the  trade  and  general  public  into  the  beJiet  that  such  under- 
wear is  manufactured  and  made  and  composed  wholly  of  wool. 

The  answer  of  the  defendant  set  up  among  other  things: 

Paragraph  Two.  Denies  each  and  every  alleffation  contained  in 
paragraph  marked  "Paragraph  Three  "  of  the  compudnt  herein,  except 
that  the  respondent  admits  that  for  more  than  one  year  last  past  it  has 
in  the  conduct  of  its  busLoess  manufactured  and  sold  in  commerce  (as 
set  forth  in  the  complaint  herein)  and  labeled,  advertised,  and  branded 
certainlines  of  unaerwear  as  "Men's  Natural  Merino  Sldrts,"  "Men's 
Gray  Wool  Shirts,"  Men's  Natural  Wonted  Shirts,"  "Australian  Wool 
Shirts,"  "Men's  Natural  Wool  Shirts."  And  respondent  further 
admits  that  such  underwear  so  manufactured  and  made  are  not  com- 
posed wholly  of  wool. 

For  a  further  and  separate  defense  to  the  complaint 
herein,  respondent  alleges  as  follows: 

PARAaBAPH  Thdid.  That  for  the  past  20  years  and  at  the  present 
time  it  has  been  a  general  custom  and  practice  in  the  unaerwear 
busineBB  to  manufacture,  label,  advertise,  and  brand  underwear  as 
"natural  merino."  "wool,"  "natural  wool,"  "natural  worsted,"  and 
"  Australian  wool' '  when  such  underwear  so  described  is  not  composed 
wholly  of  wool,  but  on  the  contrary  are  composed  only  in  part  of  wool, 
varying  in  the  percentage  of  wool  according  to  the  cmferent  milu 
manufacturinff  such  underwear,  to  meet  the  varving  demands  of  the 
trade  solidtea  and  served;  and^  further,  that  said  general  custom  and 
practice  has  been  and  now  is  umversal  in  the  underwear  trade  through- 
out the  United  States  and  has  been  followed  by  all  the  manufacturers 
engaged  therein;  and,  further,  that  said  general  custom  and  practice 
has  Men  and  now  is  weU  known  to  and  recognized  by  the  distributors 
of  underwear  throughout  the  United  States. 

For  the  purpose  of  expediting  the  proceeding  and  of 
aToiding  the  time  and  expense  mcident  to  a  hearing^  a 
statement  of  facts  was  agreed  upon  which  contama 
among  other  things : 

Paraqbaph  Sbvbn.  That  for  the  past  20  years  it  has  been  a  general 
custom  and  practice  in  the  underwear  busineos  to  manufacture,  label, 
advertise,  and  brand  underwear  and  such  wearing  apparel  as  "natural 
merino,"  "wool,"  "natural  wool,"  "natural  worsted,"  "Australian 
wool,"  when  in  hct  such  underwear  so  described  is  not  composed 
wholly  of  wool,  and  is  composed  only  in  part  of  wool,  varying  in  the 


620  DEOISIONS  OF  TffiS  GOUBTS. 

percentage  of  wool  according  to  the  4ifferent  demands  of  the  trade 
solicited  and  served;  that  this  custom  and  practice  is  general  and 
universal  in  the  underwear  trade  throughout  tne  United  States  and  ie 
followed  by  manufacturers  engaged  therein;  that  there  are  a  few  manu* 
facturers  of  underwear  whose  products  are  compoeed  wholly  of  wool 
and  are  branded  and  labeled  by  them  as ' '  all  wool  ^;  that  laige  quantities 
of  underwear  and  similar  wearing  apparel  has  been  imported  into  the 
United  States  from  foreign  countries  and  it  comes  into  direct  compe- 
tition with  the  underwear  manufactured  in  the  mills  throughout  the 
United  States;  that  the  underwear  and  similar  wearing  appar^  so 
imported  into  the  United  States  has  been  and  now  is  labeled,  oranded, 
ana  advertised  as  ''wool/'  "merino/'  and  "worsted"  ^derwear  in 
accordance  with  the  general  custom  and  practice  in  the  underwear 
trade  in  the  United  States,  although  the  said  underwear  is  not  com- 
posed wholly  of  wool,  but,  on  the  contrary,  is  composed  partly  of  wool 
in  varying  percentages. 

The  Commission  filed  its  conclusion  of  law  as  follows: 

From  the  foregoing  findings  the  Commission  concludes  that  tb« 
method  of  competition  set  forth  is,  under  the  circumstances  set  forth, 
in  violation  of  tne  provisions  of  section  5  of  an  act  of  CongreoL  approvea 
September  26,  1914,  entitied,  "An  act  .to  create  a  Federal  Tnde  Com- 
mission, to  define  its  powers  and  duties,  and  for  other  purposes." 

And  issued  its  order  to  cease  and  desist  as  follows: 

Now,  therefore,  it  is  ordered,  that  the  respondents,  Winsted  Hosiery 
Company,  its  officers,  agents,  representatives,  servants^  and  employees, 
cease  ana  desist  from  directiy  or  indirectiv  employing  or  using  the 
labels  and  brands  "wool,"  "merino,"  and  "worsted,"  or  any  similar 
descriptive  brands  or  labels  on  underwear,  socks,  or  other  knit  goods 
composed  partly  of  wool,  except  either  (I)  when  a  knit  fabric  lis  made 
entirely  of  wool  yams  of  a  kina  specified,  or  (2)  when  the  term  describ- 
ing the  wool  stock  is  joined  witn  the  name  of  other  staple  or  staples 
contained  in  the  knitted  fabric  (e.  g.,  itrool  and  cotton;  worsted  and 
cotton;  wool  worsted  merino  and  cotton;  worsted,  cotton,  and  artificial 
silk). 

Respondent  is  further  ordered  to  file  a  report  in  wiiting  with  th/e 
Commission  three  months  from  notice  hereof  stating  in  detail  the 
manner  in  which  this  order  has  been  complied  with  and  conformed  to. 

March,  1920,  the  Winsted  Co.  filed  its  petition  in  this 
court  to  set  aside  the  order.  Thereupon  tne  Commission 
applied  for  permission  to  take  additional  eyidence  under 
section  5  of  the  act,  which  was  granted.  A  great  deal  of 
testimony  was  taken  by  the  Commission  which  fully 
established  that  the  trade  was  not  misled  in  any  respect 
by  the  label  complained  of.  But  some  witnesses  testi- 
fied that  in  their  opinion  some  part  of  the  consuming 
public  was  or  might  be  misled  into  thinking  the  underwear 
so  described  was  pure  wool. 

January  14,  1921,  the  following  modification  of  its 
original  order  to  cease  and  desist  was  issued  by  th« 
Commission : 

This  proceeding  hfiving  been  heard  by  the  Federal  Trade  Comnussion 
apon  complaint  ol  tiie  (femmission,  the  answer  of  the  respondent,  the 
statement  of  facts,  agreed  upon  by  counsel  for  the  Oomimsiiion  and 
respondent,  and  upon  the  aaditional  evidence  taken  for  the  Oommis- 
■ion  under  an  order  of  the  United  Sti^  Circuit  Court  of  Appeals  for 
the  seoood  dicui^  dated  October  IS,  1920,  and  the  Oommission  having 
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by  mnon  of  such  additional  evidence,  modified  some  of  its  original 
findings  and  adonted  new  findings  %b  to  the  facts  and  adopted  its  con- 
clusion that  the  respondent  has  violated  the  provisions  of  the  act  of 
Congress,  approved  September  26,  1914,  entitled,  *'An  act  to  create 
a  Federal  Trade  Commission,  to  define  its  powers  and  duties,  and  for 
other  |)urpo8es,"  it  now  recommends  the  following  modification  of 
its  original  order  to  cease  and  desist  herein,  dated  January  20,  1920: 

It  is  now  ordered  that  the  respondent,  the  Winsted  Hosiery  Co., 
its  oflScers,  agents,  representatives,  servants,  and  employees,  do  cease 
and  desist  from  employing  or  using  as  labels  or  brands  on  underwear 
(Mr  other  knit  goods  not  composed  wholly  of  wool,  or  on  the  wrappers, 
boxes,  or  other  containers  in  which  they  are  delivered  to  customers, 
the  word  "merino,"  "wool,"  or  "worsted,"  alone  or  in  combination 
with  an^r  other  word  or  words,  unless  accompanied  by  a  word  or  words 
designating  the  substance,  fiber,  or  material  other  than  wool  of  which 
the  garments  are  composed  in  part  (e.  g.,  "Merino,  wool,  and  cotton"; 
"wool  and  cotton":  ^'worsted,  wool,  andcotton"j  "wool,  cotton,  and  * 
ailk"),  or  by  a  word  or  words  otherwise  clearly  indicating  that  such 
underwear  or  other  goods  is  not  made  wholly  of  wool  (e.  g.,  part  wool). 

Respondent  is  further  ordered  to  file  a  report  in  writing  with  the 
Commission  three  months  from  notice  hereof,  stating  in  detail  the 
manner  in  which  this  order  has  been  complied  with  and  conformed  to. 

The  Commission  is  not  made  a  censor  of  commercial 
morals  generally.  Its  authority  is  to  inquire  into  unfair 
methods  of  competition  in  interstate  and  foreim  com- 
merce, if. so  doing  will  be  of  interest  to  the  public;  and 
if  sucn  method  of  competition  is  prohibited  by  the  act, 
to  issue  an  order  requiring  the  person  or  corporation 
using  it  to  cease  and  desist  iSom  dome  so. .  We  have  here* 
tofore  so  understood  the  extent  o?  the  Commission's 
autliority  in  Federal  Trade  Commission  v.  Gratz,  258 
Fed.  Rep.  314;  affirmed  253  U.  S.  421  and  New  Jerse^y 
Asbestos  Co.  v.  Federal  Trade  Commission,  264  Fed.. 
Rep.  509. 

In  this  case  there  was  obviously  no  imf air  method  ol 
competition  as  against  other  manufacturers  of  under- 
wear. The  labels  were  thoroughly  established  and  under- 
stood in  the  trade.  There  was  no  passing  off  of  the 
petitioner's  goods  for  those  of  anotner  manufacturer. 
There  was  no  combination  in  restraint  of  trade  nor  any 
attempt  to  establish  a  monopoly.  Manifestly  no  other 
manufacturer  of  underwear  could  have  maintained  a  suit 
against  the  petitioner  for  imfair  competition  or  for  an 
injunction  or  damages  under  the  antitrust  acts.  Assum- 
ing that  some  consumers  are  misled  because  they  do  not 
miderstand  the  trade  signification  of  the  labels  or  because 
some  retailers  ddiberately  deceive  them  as  to  its  mean- 
ings the  result  is  in  no  way  connected  with  unfair  compe- 
tition, but  is  like  any  other  misdescription  or  misbrand- 
ing 01  products.  Conscientious  manufacturers  may  pre- 
fer not  to  use  a  label  which  is  capable  of  misleading  and 
it  may  be  that  it  will  be  desirable  to  prevent  the  use  of 
the  particular  labels,  but  it  is,  in  our  opinion,  not  within 
theprovince  of  thio  Federal  Trade  Commission  to  do  so. 

The  order  is  reversed. 
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STANDARD  OIL  CO.  OF  NEW  YORK  v.  FEDERAL 

TRADE  COMMISSION.^ 

TEXAS  CO.  V.  SAME.^ 

(Circuit  Court  of  Appeals,  Second  Circuit.    May  11, 192L) 

Nos.  Ill,  204. 

1.  Trade-Marks  and  Trads  Naves  and  Untair  Gompbttiton  Ket 

No.  80J,  New,  Vol.  8A  Key-No.  Series— Meaning  of  "Un- 
fair Method  of  Competition  "  is  for  the  Courts. 

The  meaning  of  the  phnse  "unfair  method  of  competition  in  com* 
«        merce/'  used  in  Trade  Commission  Act,  paragraph  6  (Comp.  St., 
par.  8836e),  is  a  question  for  the  court  and  not  for  the  Commission 
to  determine. 

2.  Trade  Marks  and  Trade  Names  and  Unfair  Competition  Ket 

No.  80^,  New,  Vol.  8A  Key-No.  Series — Question  foib 
Court  not  Avoided  by  Stating  as  Findinq  of  Fact  Wsat 
IS  Conclusion  of  Law. 

The  rule  that  the  meaning  of  the  phrase  "unfair  method  of  compe- 
tition'' is  a  question  of  law  for  the  courts  is  not  avoided  hy  the 
Trade  Commission's  stating  as  a  finding  of  fact  what  is  a  mere  con- 
conclusion  of  Iaw. 

3.  Trade-Marks  and  Trade  Names  and  Unfair  Competrton  Key 

No.  68 — ^Requirement  tsat  Dealers  DisTRistrrE  Only 
Loaner's  Gasoline  from  LeaIsed  Devices  is  Not  "Unfair 
Method  of  CoMPBTmoN." 

Where  distrihutors  of  gasoline  leased  for  a  nominal  rental  the 
devices  for  distributing  the  gasoline  at  filling  stations  on  which  they 
had  marked  the  brand  of  their  gasoline,  the  requirement  that  the 
retailer  should  not  distribute  through  such  device  any  gasoline 
except  that  supplied  by  the  distributor,  without  a  requirement  that 
the  retailer  could  not  lease  similar  devices  from  rival  distributors* 
was  not  an  "unfair  method  of  competition,"  which  could  be  pre- 
vented by  the  Federal  Trade  Commission,  especially  in  view  of  the 
fact  that  supplying,  from  a  pump  marked  with  the  name  of  one 
brand  of  gasoline,  gasoline  of  a  different  brand  would  be  a  deception 
of  the  buying  public. 

4.  MoNOPOUES  Key  No.  8— System  WmcR  is  Nor  Restrictiko 

Competition  is  Not  Tending  to  Monopoly. 

Though  one  function  of  the  Trade  CommisBion  is  to  discern  and 
suppress  in  their  beginning  jifactices  which  tend  to  monopoly,  such 
tendency  is  an  inference  from  proven  £acts  which  is  a  question  of  law 
for  the  court,  and  which  can  not  be  drawn  where  the  evidence  does 
show  any  restriction  on  competition  up  to  the  present  time,  but 
instead  shows  that  the  businesas  was  keenly  competitive* 
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S.  MOKOFOUBS  Kbt  No.  17  (2)— Lbasss  ev  Gasolihb  DisrsiBunifii 
Dbticss,  to  Bb  IJsbd  Oklt  for  DiSTRiBunNa  Lbssor'b  Oil^ 
Dobs  Not  Substantiallt  Lbsbbn  Comfbtitiok. 

Leaaefl,  by  gaaoline  difltributoia  to  retsileni,  of  devices  for  the 
distribution  of  gasoline^  which  contained  a  clause  prohibitiBg  the 
retailer  from  distributinft  through  such  dervice  gasoline  not  supplied 
by  the  distributor,  but  which  did  not  prevent  the  retailer  from 
leasing  other  devices  for  the  distribution  of  gaso^ne  of  other  distribu- 
torsy  does  not  violate  Clayton  Act,  paragraph  3  (Comp.  St.,  par. 
8835c),  prohibiting  leases  which  substantially  lessen  competition  or 
tend  to  create  a  monopoly  in  any  line  of  commerce. 

(The  syllabus  is  taken  from  273  Fed.  478.) 

•    Petition  to  Revise  Orders  of  the  Federal  Trade  Com- 
mission. 

Separate  petitions  by  the  Standard  Oil  Co.  of  New  York 
and  by  the  Texas  Co.  against  the  Federal  Trade  Commit 
sion  to  have  set  aside  orders  of  the  Commission  separately 
entered  against  both  petitioners.    Orders  reversed. 

Petitions  praying  that  orders  of  the  Federal  Trade 
Commission  separately  entered  against  both  petitioners 
dated  27th  April,  1920,  be  set  aside.  These  litigations 
are  the  local  fraction  of  upward  of  26  proceedings  brought 
by  the  Commission  against  persons  and  corporations  in 
widely  separated  regions  but  all  transacting  the  business 
of  selling  and  distributing  refined  petroleum  and  especially 
gasoline  suitable  for  engines  of  motor  cars.  The  testi- 
mony in  these  two  cases  is  the  same  and  the  pleadings 
and  orders  are  alike  except  for  names. 

In  September,  1010,  the  Commission  complained 
against  these  petitioners  that  for  more  than  four  years 
previously  they  had  been  engaged  in  business,  or  had 
been  conducting  their  business,  in  the  manner  set  forth 
in  the  findings  of  fact  made  after  the  taking  of  volumi- 
nous evidence.  Such  findings  may  be  thus  summarized 
(omitting  such  formal  matters  as  incorporations  and  the 
Uke)  : 

(1)  Petitioners  produce  and  sell  refined  oil  and  gasoline 
but  are  not  engaged  in  the  manufacture  of  oil  pumps, 
storage  tanks,  and  containers  (hereiniifter  collectively 

called  "devices")- 

(2)  They  have  been  and  are  engaged  in  the  leasing  and 
loaning  of  devices,  and  they  also  maiatain  numerous 
storage  stations  for  oil  and  gasoline  in  various  States, 
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which  stationB  are  replenished  hj  shipmenta  from  peti- 
tioners' refineries,  and  the  oil  so  stored  is  sold  and  deliv- 
ered from  said  stations  to  retail  dealers  in  the  several 
States* 

(3)  Each  petitioner  has  leased  and  is  now  leasing  to 
retailers  of  its  own  gasoline  devices  to  be  used  by  such 
retailers;  and  in  so  leasing,  petitioners  have  made  and  are 
now  making  contracts  or  leases  with  the  retailers  ob- 
taining devices,  imder  which  any  given  retailer  agrees  to 
useliis  leased  device  solely  for  the  purpose  of  storing  and 
vending  the  product  of  whatever  petitioner  furnished 
him  with  the  device. 

(4)  The  rental  or  charge  to  such  retailer  for  any  peti- 
tioner's device  is  nominal  and  does  not  afford  a  reasonable 
profit  or  return  to  the  furnishing  petitioner  considering 
the  value  of  a  device,  which  petitioners  procure  by  buy- 
ing from  manufacturers  thereof. 

(5)  Petitioners  have  furnished  and  are  furnishing 
devices  to  retailers  only  upon  condition  that  each  lessee 
uses  his  leased  device  only  for  the  purpose  of  storing 
and  selling  therefrom  the  goods  of  the  lessor. 

(6)  A  majority  of  the  retailers  so  leasing  devices  require 
in  their  business  only  a  single  device,  though  others  may 
and  do  procure  from  each  of  several  dealers  in  oil  a  leased 
device,  and  use  them  all,  provided  that  each  device  is  used 
only  to  facilitate  the  distribution  of  the  lessor's  product. 

Upon  the  fact  findings  substantially  stated  above, 
orders  have  been  based,  entered  27th  April,  1920,  whereby 
each  petitioner  was  required  to  "forever  cease  and  desist 
from  (1)  directly  or  indirectly  leasing  pumps  or  tanks  or 
both  and  equipment  for  storing  or  handling  petroleum 
products  in  furtherance  of  its  petroleimi  business  at  a 
rental  which  will  not  yield  to  it  a  reasonable  profit  on 
the  cost  of  same  after  making  due  allowance  for  depte- 
ciation.  (2)  Entering  into  contracts  or  agreements  with 
dealers  in  ita  petroleum  products,  or  continuing  to  operate 
under  any  contract  or  agreement  already  entered  into, 
whereby  such  dealers  agree  or  have  an  understanding  that 
as  a  consideration  for  the  leasing  to  them  of  such  pumps 
and  tanks  and  their  equipment,  the  same  shall  be  used  only 
for  storing  or  handling  the  products  of  (the  oil  dealer 
proceeded  against). 

It  is  evident,  and  is  admitted,  that  these  cases  and 
all  the  others  above  alluded  to  are  designed  by  the 
Trade  Commission  to  break  up  the  present  well-known 
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system  of  distributing  and  selling  gasoline  by  "kerb- 
pumps"  unless  the  pump  furnishers  or  lessors  will  agree 
that  anybody's  gasoline  may  be  stored  in  and  sold  from 
pumps  belonging  to  and  furnished  by  a  particular  dealer, 

Martin  Carey  and  Peter  M.  Speer,  both  of  New  York 
City,  for  Standard  Oil  Co.,  of  N.  Y. 

Edwin  B.  Parker  and  James  L.  Nesbitt,  both  of  New 
York  City,  for  the  Texas  Co. 

Adrien  F.  Busick  and  Eugene  W.  Burr,  both  of  Wash- 
ington, D.  C,  for  Trade  Commission. 

Hough,  Circuit  Judge: 

As  the  matter  has  not  been  argued,  we  have  not 
referred  to  and  will  not  dwell  upon  the  pleadings  put 
forth  by  the  Commission,  and  assume,  but  not  hold, 
that  they  comply  with  the  rules  suggested  if  not  pre- 
scribed by  Federal  Trade  Commission  v.  Gratz,  253 
U.  S.  427.  In  the  lan^age  of  the  statute  we  think  the 
'  'findings  of  the  Commission  as  to  the  facts  supported  by 
testimony,"  so  far  as  they  go.  But  there  are  other 
facts  thoroughly  proven,  admitted  at  bar,  and  aiding 
discussion. 

Every  pumping  station  is  an  advertisement;  each  bears 
the  name  of  the  oil  producer  whose  gasoline  is  supplied 
therefrom,  if  the  retailer  honestly  observed  his  baigain. 
The  system  is  a  great  convenience  to  the  public;  it  has 
increased  enormously  the  ease  with  which  motor  drivers 
inay  obtain  "gas"  even  in -remote  and  thinly  settled 
districts.  It  is  the  only  method  known  or  suggested,  of 
keeping  before  the  consuming  public  the  oil  manuiac- 
turers'  trademark,  and  it  has  largely  succeeded  the 
system  of  distributing  oil  in  barrels,  wnich  barrels  bore 
the  maker's  trademark  and  were  practically  loaned  to 
the  vendees,  to  be  returned  empty. 

The  choice  between  owning  and  leasing  pumps  de- 
pends upon  the  extent  of  the  retailer's  busmess  and  the 
amoimt  of  his  capital.  The  majority  of  small  dealers 
have  small  capital,  and  therefore  lease  rather  than  buy. 
It  is  perfectly  possible  to  buy  from  the  same  manu- 
facturers who  supply  to  the  oil  dealers  the  pumps  leased 
by  the  latter.  The  competition  between  the  various  oil- 
selling  persons  and  corporations  is  and  has  been  very 
keen;  each  is  desirous  of  extending  the  sale  of  his  own 
brand,  and  the  system  of  leased  pumps  each  bearing  the 
trade-mark  or  trade  name  of  its  lessor  is  r^ardeS  by 
many,  though  not  all,  wholesalers  as  a  profitable  form  of 
advertisement.  There  is  no  agreement,  combination,  or 
arrangement  between  the  various  wholesale  lessors  as  to 
parceung  out  territory  or  abstaining  from  supplying 
pumps  to  a  community  already  supplied  by  another 
wholesaler. 

74636—22 10 
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Bj  these  facts  three  questions  of  law  are  presented: 

(1)  Is  the  system  outlined  an  "unfair  method  of 
competitioii  in  commerce/'  the  pretention  of  which 
would  be  ''to  the  interest  of  the  public"!  (Sec.  5, 
Trade  Commission  Act,  38  Stat.  719.) 

(2)  Is  the  above-stated  method  of  leasing  unlawful 
under  section  3  of  the  Clapton  Act,  whereof  the  language 
here  important  is  noted  m  the  margin.^ 

(3)  Does  the  business  here  involved  amount  to  inter* 
state  commerce? 

Whatever  mav  be  the  exact  meaning  or  extreme  scope 
of  the  still  novel  phrase  ''unfair  method  of  competition/' 
it  is  settled  that  it  is  for  the  courts  and  not  the  Com- 
mission to  determine  as  matter  of  law  what  is  and  what 
is  not  included  in  the  phrase.  (Federal,  etc.,  Com- 
mission V.  Gratz^  supra.)  And  this  rule  is  not  avoided 
bv  stating  as  a  finding  of  fact  what  is  a  mere  conclusion 
01  law.  (New  Jersey,  etc.,  Co.  v.  Trade  Commission, 
264  Fed.  609.) 

The  Commission  justifies  the  order  complained  of  by 
looking  to  the  future  rather  than  at  the  present,  a  position 
summed  up  in  argument  as  follows: 

The  loaning  practice  rentraixiB  competition  and  tends  toward  mono- 
poly, for  the  reason  that  it  destroys  the  freedom  of  solicitation  for 
Dusinees  which  the  oil  distributor  would  otherwise  have.  The  [gratuity 
which  the  practice  confers  removes  the  opportunity  for  competition 
because  it  ties  tens  of  thousands  of  individual  retailers  to  the  oil- 
distributing  corporations  which  engage  them. 

The  Commission  looking  forward  sees  in  the  present 
highly  competitive  business  of  the  various  wholesalers  a 
seed  which  will  in  time  produce  the  fruit  condemned  in 
Patterson  v.  United  States,  222  Fed.  599,  where  the 
court  held : 

For  one  competitor  to  exclude  all  or  substantiallv  all  competitors 
from  such  opportunity,  i.  e.,  drive  them  from  the  field  of  freely  offering 
their  goods  so  as  to  have  that  field  to  himself  is  to  monopolize  according 
to  the  legal  and  accurate  sense  of  the  word. 

Applied  to  the  present  case,  this  means  and  is  ad- 
mitted to  mean  tnat  since  most  retailers  do  a  small 
business  they  need  only  one  puniping  device;  wherefore 
the  first  wholesaler  who  furnishes  a  free  pump  has 
monopolized  the  business  of  that  retailer  and  so  unfairly 
competed  with  all  other  wholesale  dealers. 

We  think  this  reasoning  confounds  commerce  with 
convenience,  besides  introducing  into  trade  an  element 
of  unfaii]iess  and  indeed  dishonesty.  There  is  no  con- 
tract, agreement,  or  understanding  by  which  any  re* 
tailer  is  prevented  fBom  selling  any  brand  of  oil,  and  he 
can  oim  or  lease  as  many  pumps  as  he  likes  or  can  use. 

1  It  shaU  be  unlawful  for  any  person  engaged  in  commerce  in  the  course  of  ladi  com- 
meroe  to  lease  •  *  *  maolilnery  *  *  *  or  other  oommodlties  *  *  *  for  uae 
*  *  *  on  the  condition  *  *  *  tbatthelessee  «  «  «  shall  not  use  or  deal  in  the 
goods  *  *  *  of  a  competitor  *  *  *  of  the  lessor,  *  *  *  where  the  effect  of 
such  lease  *  *  *  mar  be  to  substantially  lessen  oompetltioi  or  tend  to  create  A 
mooopol/  in  an/  line  of  oommeroe.    (88  Stat.  781.) 


STAKDABD  OIL  CO.  OF  K.  Y.  VB.  FEDERAL  TRADE  00BCMI8SI0:i[.    627 

It  is  unfair  and  dishonest  to  give  out  from  a  pump 
bearing  one  brand  another  miner's  oil,  and  all  that 
secures  any  one  retailer's  trade  for  any  one  wholesaler  is 
the  amount  of  business  the  retailer  can  gather  from  the 
community. 

It  is  possible,  when  any  system  of  distributing  an 
article  oi  prime  necessity  and  enormous  consimiption  is 
well  established,  that  temptation  arises  for  competing 
distributors  to  enter  into  treaties  regulating  prices, 
classifying  customers,  or  dividing  the  area  supplied  into 
spheres  of  influence — one  sphere  for  each  distributor. 

It  may  be  admitted  that  one  function  of  the  lYade 
Commission  is  to  discern  and  suppress  such  practices  in 
their  beginning;  but  a  thing  exists  from  its  beginning, 
and  it  is  not  a  conclusion  of  law  from  any  facts  here 
found  that  a  system  which  at  present  is  keenly  competi- 
tive, extremenr  advantageous  to  the  public,  an^  in 
the  opinion  of  a  majority  of  the  competent  witnesses 
economical,  is  at  present  imfair  to  anyone  or  unfair 
because  tending  to  monopoly.  A  tendency  is  an  in- 
ference from  proven  facts,  and  an  inference  from  the 
facts  as  found  oy  the  Commission  is  a  question  of  law  for 
the  court.  As  a  matter  of  law  there  is  at  present  no 
violation  of  the  trade  commission  statute;  therefore  the 
first  of  respondent's  contentions  cannot  be  sustained. 

For  substantially  the  same  reason  the  leases  of  these 
petitioners  do  not  violate  section  3  of  the  Clayton  Act; 
1.  e.,  the  effect  of  their  leases  is  not  "to  substantially 
lessen  competition  or  tend  to  create  a  monopoly  in  any 
line  of  commerce."  We  note  Coca-Cola  Co.  v.  Butler, 
229  Fed.  224.  as  containing  a  valuable  commentary  on 
this  section  oi  the  Clayton  Act;  and  the  facts  of  that  case 
are  suggestive  of  the  advantages  to  the  public  in  being 
reasonably  able  to  rely  upon  getting  the  "gas"  he  pays 
for  out  01  any  trade-marked  pump. 

It  is  of  course  true  that  if  tne  trade  or  business  under 
consideration  is  not^  interstate  commerce  the  Com- 
mission had  no  jurisdiction.  We  express  no  opinion  on 
this  point;  but  because  as  matter  of  law  no^  imfair 
method  of  competition  has  been  shown  and  no  violation 
of  the  Clayton  Act,  the  orders  complained  of  are  reversed 


628       •'*  DECISIOKS  OF  THE  GOUBTS. 

FRUIT  GROWERS'  EXPRESS  INCORPORATED  v. 
FEDERAL  TRADE  COMMISSION  * 

(Circuit  Court  of  Appeals,  Seventh  Circuit.     June  16, 

1921.) 

No.  2857. 

1.  M0NOPOL1E.S  Key  No.  24  (2) — Railuoads  held  Necbbsary  Par- 

ties TO  Annul  Exclusive  Provision  in  OoNTRAcrrs  between 
Them  and  a  Car  Company. 

Under  contracts  between  railroad  companies  and  a  car  company 
providing  that  the  car  company  would  furnish  refrigerator  cars  for 
a  fruit  crop  and  furnish  men,  icing  stations,  and  ice  to  keep  the  cars 
iced,  etc.,  and  that  the  railroad  companies  would  take  aU  their 
refrigerator  cars  from  the  car  company  and  pay  icing  charges  and  the 
usual  mileage  charge,  the  destruction  of  the  exclusive  clause  would 
destroy  the  mutuality  of  the  contract  and  render  it  imenforceable, 
and  the  railroad  companies  were  necessary  parties  to  a  proceeding 
to  annul  it,  as  in  violation  of  Clayton  Act,  paragraph  3  (Comp. 
St.,  par.  8835c). 

2.  Monopolies  Key  No.  24  (1) — ^Federal  Trade  Commission  with- 

out Jurisdiction  of  Proceeding  to  Annul  Ezclusivb 
Provision  of  Contracts  between  Railroad  Companiss 
AND  Car  Company;  "Where  Appucablb  to  Common  Car- 
riers." 

Clayton  Act,  paragraph  11  (Comp.  St.,  par.  8835j),  conferring 
authority  to  enforce  compliance  with  certain  sections,  including 
section  3  (Comp.  St.,  par.  8835c),  on  the  Interstate  Commerce  Com- 
mission "where  applicable  to  common  carriers,"  gives  exclusive 
jurisdiction  to  the  Interstate  Commerce  Commission  where  the  ^ts 
involve  common  carriers  or  the  business  of  common  carriers,  and 
the  Federal  Trade  Commission  is  therefore  without  jurisdiction  to 
require  a  car  company  to  cease  and  desist  from  using  or  enforcing  a 
provision  in  contracts  with  railroad  companies  requiring  them  to 
take  aU  their  refrigerator  cars  for  a  fruit  crop  from  it. 

(The  syllabus  is  taken  from  274  Fed.  205.) 

Petition  by  the  Fmit  Growers'  Express  Incorporated 
to  review  an  order  of  the  Federal  Trade  Commission. 
Order  annulled  and  set  aside. 

R.  F.  Feagans,  of  Chicago,  HI.,  for  petitioner. 

E.  C.  Alvord,  of  Washington,  D.  C,  for  respondent. 

Before  Baker,  Eiums,  and  Page,  circuit  judges. 

*R«vl«wliig  order  of  the  Commissioii  In  Fedenl  Trade  Commissioii  t .  Fruit  Qrow- 
irt'  Express,  2  F.  T.  C,  300.  Petition  by  the  Commission  for  writ  of  certiorari  in  this 
«eee  was  granted  by  the  Supreme  Court  on  October  24,  ISOL 
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Page,  Circuit  Judge: 

This  is  an  original  petition  filed  in  this  court  under  the 
provisions  of  section  11  of  the  act  of  October  15,  1914 
(38  U.  S.  Stats,  at  L.,  p.  730),  commonly  known  as  the 
Clapton  Act,  to  obtain  a  review  of  an  order  to  cease  and 
desist,  entered  bj  the  Federal  Trade  Commission  (here 
known  as  respondent)  against  Fruit  Growers'  Express 
(here  known  as  petitioner}. 

In  1919  respondent  filed  its  complaint  charging  that 
petitioner  had  made  a  contract  with  certain  rauroads 
containing  the  following  clause,  alleged  to  be  in  violation 
of  section  3  of  the  Clayton  Act: 

The  railroad  shaU  use  the  car  line's  equipment  exclusively  in  the 
movement  of  fruits  and  v^etables  under  refrigeration  in  carloads  from 
points  on  the  lines  of  railway  owned  or  operated  by  the  railroad  during 
the  life  of  this  contract. 

A  motion  to  dismiss  was  denied,  and  petitioner 
answered,  admitting  the  correctness  of  the  above  quo* 
tation,  but  saying  tnat  the  exclusive  clause  was  made  in 
consideration  of  and  depended  upon  other  covenants  on 
the  part  of  petitioner.  The  answer  also  denied  tiie  alleged 
violation  ot  the  Clayton  Act,  jurisdiction  in  respondent, 
and  urged  the  absence  of  necessary  parties. 

By  the  contract,  the  car  company  was  to  do  the  follow- 
ing things:  Furnish,  to  be  parked  and  distributed, 
required  number  of  suitable  refrigerator  cars  to  carry  all 
fruit  tendered;  furnish  men,  icing  stations  and  ice,  to 
keep  cars  iced  to  destination;  keep  cars  in  good  repair; 
load  and  strip  cars  and  furnish  additional  refrigeration 
under  stated  condition;  furnish  cars  for  points  on  foreign 
lines;  hold  itself  accountable  for  failure  to  furnish  cars 
required,  properly  iced,  and  for  improper  or  faulty  con- 
dition of  the  cars;  keep  an  inspector  at  South  Kocky 
Mount. 

After  a  hearing,  respondent  made  findings  of  fact  from 
which  it  reached  and  expressed  the  following  conclusion 
with  reference  to  the  exclusive  clause  in  the  contract: 

The  effect  of  such  condition,  *  *  *  may  be  to  substantially 
lessen  competition  and  tend  to  create  a  monopolar  in  the  transportation 
of  fresh  fruits  and  vegetables  under  refrigeration  in  the  territory  served 
bv  the  several  lines  of  railroad  mentioned  *  *  *  and  that  the  use 
of  such  conditions  is  in.  violation  of  section  3  of  an  act  of  Congress 
approved  October  15,  1914. 

Thereupon  respondent  entered  the  order  here  com- 
plained 01,  which  was,  in  substance,  that  petitioner  cease 
and  desist  from  making  any  new  contract  containing  that 
exclusive  clause  and  from  enforcing  it  in  existing  contracts. 

Authority  to  enforce  compliance  with  section  3  of  the 
Clayton  Act  is  vested  by  section  11  thereof  in  the  Inter- 
state Coinmerce  Ck)inmission  where  appUcable  to  common 
carriers,  in  the  Federal  Reserve  Board  where  applicable 
to  banks,  banking  associations   and   trust   companiesi 
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and  in  the  Federal  Trade  Commission  where  applicable 
to  all  other  character  of  commerce.  If  respondent  had 
jurisdiction,  it  was  hj  virtue  of  this  section. 

[1]  The  contract  here  involved  covered  the  arrange- 
ments made  by  common  carriers  for  moving  the  Geoi^a 
fruit  crop  during  the  season  which  was  to  c^gin  23  days 
after  entry  of  the  order  to  cease  and  desist.     The  previous 

J  ear  the  crop  amounted  to  7^600  cars  of  peaches,  and  it 
ad  to  be,  and  was,  moved  within  a  few  weeks.  To  -the 
action  here  complained  of,  and  in  which  the  contract 
was  in  part  held  to  be  illegal,  the  carriers  were  not  parties. 
The  carrier's  consideration  for  the  contract  consisted  of 
two  promises,  viz,  first,  that  it  would  take  all  its  require- 
ments of  refrigerator  cars  from  petitioner;  and  second, 
that  it  would  pay  icing  chaises  and  also  three-fourths 
of  1  cent  per  mile  run  on  the  lines  of  the  carrier,  which 
was  the  usual  chaige  (50 1.  C.  C.  R.,  p.  666).  Inasmuch  as 
the  exclusive  clause  covered  the  only  agreement  in  the 
contract  to  use  any  cars,  the  destruction  of  that  clause 
destroyed  the  mutuality  of  the  contract  and  it  could  not 
be  enforced.  Dorsey  v.  Packwood,  53  U.  S.  126;  Tweedie 
Tradmg  Co.  v.  Parlin  &  OrendorflF  Co.,  204  Fed.  50; 
Dennis  v.  Slyfield,  117  Fed.  474;  American  Cotton  Oil  Co. 
v.  Kirk,  68  Fed.  791,  794.  Such  bemg  the  effect  of  the 
finding  and  order,  the  carriers  were  necessary  parties. 
U.  S.  V.  U.  S.  Shoe  Machinery  Co.,  247  U.  S.  32,  60. 

[2]  The  words  "where  applicable  to  common  carriers" 
in  section  11  of  the  Clayton  Act  must  mean  that  where 
the  facts  involve  common  carriers,  or  the  business  of 
common  carriers,  then  the  jurisdiction  is  solely  in  the 
Interstate  Commerce  Commission.  The  action  com- 
plained of  involved  common  carriers  and  tended  to  very 
greatly  aiffect  their  business.  Respondent  was  therefore 
without  jurisdiction. 
The  onier  to  cease  and  desist  is  annulled  and  set  aside. 


Appendix  III. 
RULES  OF  PRACTICE  BEFORE  THE  COMMISSION. 

[Adopted  June  27,  1915.    Amended  as  abown  by  footnotes.] 

I.  SESSIONS. 

The  principal  office  of  the  Commission  at  Washington,   Princ*p«i  0*5^ 
D.  C,  is  open  each  business  day  from  9  a.  m.  to  4.30  p.  m. 
The  Commission  may  meet  and  exercise  all  its  powers  atn,^*y°"^JJ*2J 
any  other  place,  and  may,  by  one  or  more  of  its  members,  SSSS.  •^  ■•' 
or  by  such  examiners  as  it  may  designate,  prosecute  any 
inquiry  necessary  to  its  duties  in  any  part  of  the  United 
States. 

Sessions  of  the  Commission  for  hearing  contested  pro-    Hearing!  as  or- 
ceedings  will  be  held  as  ordered  by  the  Commission. 

Sessions  of  the  Commission  for  the  purpose  of  making  deSf^lSd  'oth!» 
orders  and  for  the  transaction  of  other  business,  unless  ^™*"**- 
otherwise  ordered,  will  be  held  at  the  office  of  the  Com- 
mission at  Washington,  D.  C,  on  each  business  day  at 
10.30  a.  m.     Three  members  of  the  Commission  shall    Quorum. 
constitute  a  quorum  for  the  transaction  of  business. 

All  orders  of  the  Commission  shall  be  signed  by  the  i,y°g^JJtaSf^ 
Secretary. 

II.  COMPLAINTS. 


Any  person,  partnership,  corporation,  or  association  p^^Jlj^'J*^ 
may  apply  to  the  Commission  to  institute  a  proceeding 
in  respect  to  any  violation  of  law  over  which  the  Com- 
mission has  jurisdiction. 

Such  application  shall  be  in  writing,  signed  by  or  in  cJtit^  *^'  ^^^^' 
behalf  of  the  applicant,  and  shall  contain  a  short  and 
simple  statement  of  the  facts  constituting  the  alleged 
violation  of  law  and  the  name  and  address  of  the  ap- 
plicant and  of  the  party  complained  of. 

The  Commission  shall  investigate  the  matters  com-   oo^jg*"*®" 
plained  of  in  such  application,  and  if  upon  investigation 
the  Commission  shall  have  reason  to  believe  that  there 
is  a  violation  of  law  over  which  the  Commission  has 
jurisdiction,  the  Commission  shall  issue  and  serve  upon^JJjj^  "^^ 
the  party  complained  of  a  complaint  stating  its  charges  p^'"^ 
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Notice.  and  containing  a  notice  of  a  hearing  upon  a  day  and  at 

a  place  therein  fixed,  at  least  40  days  after  the  service  of 
said  complaint.^ 

III.  ANSWERS. 

Time  allowed  Within  80  days  from  the  service  of  the  complaint, 
unless  such  time  be  extended  by  order  of  the  Commission, 
the  defendant  shall  file  with  the  Commission  an  answer 

Form  of  an-  to  the  Complaint.  Such  answer  shall  contain  a  short  and 
simple  statement  of  the  facts  which  constitute  the  ground 
of  defense.  It  shall  specifically  admit  or  deny  or  explain 
each  of  the  facts  alleged  in  the  complaint,  unless  the 
defendant  is  without  knowledge,  in  which  case  he  shall 
so  state,  such  statement  operating  as  a  denial.  Anstvers 
in  typewriting  must  be  on  one  side  of  the  paper  only,  on 

sue  of  paper,  paper  not  more  than  8^  inches  wide  and  not  more  than 
11  inches  long,  and  weighing  not  less  than  16  pounds  to 
the  ream,  folio  base,  17  by  22  inches,  with  left-hand 
margin  not  less  than  IJ  inches  wide,  or  they  may  be 
printed  in  10  or  12  point  type  on  good  unglazed  paper 
8  inches  wide  by  lOJ  inches  long,  with  inside  margins  not 
less  than  1  inch  wide.  Three  copies  of  such  answer  must 
be  filed.* 

.    IV.  SERVICE. 

Complaints,  orders,  and  other  processes  of  the  Commis- 
sion may  be  served  by  anyone  duly  authorized  by  the 
Fenonai,  or  Commission,  either  (a)  by  delivering  a  copy  thereof  to 
the  person  to  be  served,  or  to  a  member  of  the  partnership 
to  be  served,  or  to  the  president,  secretary,  or  other  execu- 
tive officer,  or  a  director,  of  the  corporation,  or  associa- 

cop/  or**^  °*tion  to  be  served;  or  (6)  by  leaving  a  copy  thereof  at  the 

principal  office  or  place  of  business  of  such  person,  part- 

^Sf   '••*"**'**^nership,  corporation,  or  association;  or  (c)  by  registering 

and  mailing  a  copy  thereof  addressed  to  such  person, 
partnership,  corporation,  or  association  at  his  or  its  prin- 

*■  The  third  paragraph  of  Rule  II  originally  read  as  follows :  "  The  Com- 
mission shall  Investigate  the  matters  complained  of  in  such  application, 
and  if  upon  investigation  it  shall  appear  to  the  Commission  that  there  la 
a  violation  of  law  over  which  the  Commission  has  Jurisdiction,  the  Com- 
.  mission  shall  issue  and  serve  upon  the  party  complained  of  a  complaint 
stating  its  charges  and  containing  a  notice  of  a  hearing  upon  a  day  and 
at  a  place  therein  flzed  at  least  40  days  after  the  service  of  said  com- 
plaint'*   It  was  amended  to  its  present  form  on  Oct.  20,  1915. 

'Resolution  passed  by  the  Commission  Oct  1$,  1920,  calls  for  the  filing 
of  three  copies  of  the  answer. 
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cipal  office  or  place  of  business.  The  yerified  return  by  Betnrn. 
the  person  so  serving  said  coitiplaint,  order,  or  other 
process,  setting  forth  the  manner  of  said  service,  shall  be 
proof  of  the  same,  and  the  return  post-office  receipt  for 
said  complaint,  order,  or  other  process,  registered  and 
mailed  as  aforesaid,  shall  be  proof  of  the  service  of  the 
same. 

V.  INTERVENTION. 

Any  person,  partnership,  corporation,  or  association  de-  ^^  Jj™  ®'  *'*^" 
siring  to  intervene  in  a  contested  proceeding  shall  make 
application  in  writing,  setting  out  the  grounds  on  which 
he  or  it  claims  to  be  interested.    The  Conmiission  may, 
by  order,  permit  intervention  by  coimsel  or  in  person  to^^^^^***^  ^^ 
such  extent  and  upon  such  terms  as  it  shall  deem  just. 

Applications  to  intervene  must  be  on  one  side  of  the    sue  of  paper, 

margin,  etc.,  ubmI 

paper  only,  on  paper  not  more  than  8$  inches  wide  and  on  application, 
not  more  than  11  inches  long,  and  weighing  not  less 
than  16  pounds  to  the  ream,  folio  base,  17  by  22  inches, 
with  left-hand  margin  not  less  than  1^  inches  wide,  or 
they  may  be  printed  in  10  or  12  point  type  on  good  un- 
glazed  paper  8  inches  wide  by  lOj^  inches  long,  with  inside 
margins  not  less  than  1  inch  wide. 

VI.  CONTINUANCES  AND  EXTENSIONS  OF  TIMK 

Continuances  and  extensions  of  time  will  be  wanted  J^  dtoetion  <a 

^  GoDuniMiosu 

at  the  discretion  of  the  Commission. 

VII.  WITNESSES  AND  SUBPCBNAS. 

Witnesses  shall  be  examined  orally,  except  that  for^^B^«j™*jjtton 
good  and  exceptional  cause  for  departing  from  the  gen- 
eral rule  the  Commission  may  permit  their  testimony  to 
be  taken  by  deposition. 

Subpoenas  requiring  the  attendance  of  witnesses  from    sabpcBoas  for 
any  place  in  the  United  States  at  any  designated  place 
of  hearing  may  be  issued  by  any  member  of  the  Com- 
mission. 

Subpoenas  for  the  production  of  documentary  evidence    BnbwBnaa  for 

,  productioii  of 

(unless  directed  to  issue  by  a  Commissioner  upon  his  own  documentary  evi- 

motion)   will  issue  only  upon  application  in  writing, 

which  must  be  verified  and  must  specify,  as  near  as  may 

be,  the  documents  desired  and  the  facts  to  be  proved  by 

thenu 


684  .     BX7LES  OF  PBACnCE  BEFORE  THE  OOMMISSIOK. 

witBtiifeci  Witnesses  summoned  before  the  Commission  shall  be 
paid  the  same  fees  and  mileage  that  are  paid  witnesses  in 
the  courts  of  the  United  States,  and  witnesses  whose 
depositions  are  taken  and  the  persons  taking  the  same 
shall  severally  be  entitled  to  the  same  fees  as  are  paid 
for  like  servioes  in  the  courts  of  the  United  States.  Wit- 
ness fees  shall  be  paid  by  the  party  at  whose  instance  the 
witnesses  appear.* 

VIII.  TIME  FOB  TAKING  TESTIMONY.* 

ExtminaUonof     Upou  the  joining  of  issue  in  a  proceeding  by  the  Corn- 
witnesses  to  pro-       •      •  .1  '       ±»  m        -1  Al_         •         1     11 

cced  as  fut  u  missiou  the  examination  of  witnesses  therein  shall  pro- 

pn   ca  e.        ^^^^  y^iiYi  all  reasonable  diligence  and  with  the  least 

Notice  to  couD- practicable  delay.    Not  less  than  five  days'  notice  shall 

be  given  by  the  Commission  to  counsel  or  parties  of  the 

time  and  place  of  examination  of  witnesses  before  the 

Commission,  a  commissioner,  or  an  examiner." 

IX.  OBJECTIONS  TO  EVIDENCE. 

TostoteffToundi     Objections  to  the  evidence  before  the  Commission,  a 

of  objection)  etc 

commissioner,  or  an  examiner  shall,  m  any  proceeding, 
be  in  short  form,  stating  the  grounds  of  objections  re- 
lied upon,  and  no  transcript  filed  shall  include  argument 

or  debate. 

X.  MOTIONS. 

To  briefly  sute     ^  motion  in  a  proceeding  by  the  Commission  shall 
^p?f^  for.  eto' briefly  state  the  nature  of  the  order  applied  for,  and  all 

affidavits,  records,  and  other  papers  upon  which  the  same 
is  founded,  except  such  as  have  been  previously  filed  or 
served  in  the  same  proceeding,  shall  be  filed  with  such 
motion  and  plainly  referred  to  therein. 

XI.  HEARINGS  ON  INVESTIGATIONS. 

By  single  com-  -  Whcu  a  matter  for  investigation  is  referred  to  a  single 

miaaioner.  .      .  ^  ...  .  <■ 

commissioner  for  examination  or  report,  such  commis- 
sioner may  conduct  or  hold  conferences  or  hearings 
thereon,  either  alone  or  with  other  commissioners  who 

*Thl8  sentence  added  pursuant  to  resolution  passed  by  the  Commission 
Nov.  19,  1920. 

^  Rules  Vlllt  IX,  X,  and  XI  were  not  a  part  of  the  original  rules.  They 
were  adopted  on  Apr.  26,  1917.  The  rules  now  numbered  XIII,  XIV,  XV, 
and  XVI  were  originally  numbered  VIII,  IX,  X,  and  XI. 

*  The  sentence  originally  read :  "  Not  less  than  five  nor  more  than  ten 
days*  notice,"  etc.  It  was  amended  to  its  present  form  by  resolution 
passed  by  the  Commission  Dec.  9,  1921. 
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may  sit  with  him,  and  reasonable  notice  of  the  time  and 
place  of  such  hearings  shall  be  given  to  parties  in  interest 
and  posted. 

The  general  counsel  or  one  of  his  assistants,  or  such  gt/**or*'^J,«SSS 
other  attorney  as  shall  be  designated  by  the  Commission,  to^conduct  hear 
shall  attend  and  conduct  such  hearings,  and  such  hearings 
may,  in  the  discretion  of  the  commissioner  holding  same, 
be  public.    . 

XII.  HEARINGS   BEFORE  EXAMINERS.* 

When  issue  is  joined  and  the  case  set  for  trial  it  shall  be  taS'tiSim^!** 
referred  to  an  examiner  for  the  taking  of  testimony.    It 
shall  be  the  duty  of  the  examiner  to  complete  the  taking 
of  testimony  with  all  due  dispatch,  and  he  shall  set  the 
day  and  hour  to  which  the  taking  of  testimony  may  from 
time  to  time  be  adjourned.    The  taking  of  the  testimony 
both  for  the  Commission  and  the  respondent  shall  be  be^J^mpKted 
completed  within  30  days  after  the  beginning  of  the  same  JJJ^J^J  *J  ^ 
unless,  for  good  cause  shown,  the  Commission  shall  ex-  ^•"■«- 
tend  the  time.    The  examiner  shall,  within  10  days  after 
the  receipt  of  the  stenographic  report  of  the  testimony,     Examiner  to 
make  his  proposed  finding  as  to  the  facts  and  his  proposed  proposed  iindiDgB 
order  thereon,  and  shall  forthwith  serve  copy  of  the  same 
on  the  parties  or  their  attorneys,  who,  within  10  days 
after  the  receipt  of  same,  shall  file  in  writing  their  ex-    ExceptioM  by 
ceptions,  if  any,  to  such  proposed  findings  and  order  and 
said  exceptions  shall  specify  the  particular  part  or  parts 
of  the  proposed  findings  of  fact  or  proposed  order  to 
which  exception  is  made,  and  said  exceptions  shall  in- 
clude any  additional  findings  and  any  change  in  or  addi- 
tion to,  the  proposed  order  which  either  party  may  think 
proper.    Citations  to  the  record  shall  be  made  in  sup- 
port of  such  exceptions.    Where  briefs  are  filed,  the  same    BHefs  and  ar. 

111X-  *v  i..  4  X  gwment  thereon. 

shall  contain  a  copy  of  such  exceptions.  Argument  on 
the  exceptions  to  the  proposed  findings  and  order,  if  ex- 
ceptions be  filed,  f^hall  be  had  at  the  final  argument  on 
the  merits. 

•Rnle  adopted  by  the  CommlsBloii  May  20.  1921,  making  rules  there- 
tofore XII  to  xy,  Inclaslye,  XIII  to  XVI.  The  language  of  the  first  sen- 
tence of  the  rule  was  changed  somewhat  to  Its  present  form  by  resolutioa 
passed  by  the  Commission  Jan.  25,  1922. 
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XIII.  DEPOSITIONS  IN  CONTESTED  PROCEEDINGS. 

commitsion     The  Commission  may  order  testimony  to  be  taken  by 
deposition  in  a  contested  proceeding. 

•on*A»i*°'tSr'     ^depositions  may  be  taken  before  any  person  designated 

by  the  Commission  and  having  power  to  administer  oaths. 

^Appi^tionsfor  Any  party  desiring  to  take  the  deposition  of  a  witness 
shall  make  application  in  writing,  setting  out  the  rea- 
sons why  such  deposition  should  be  taken,  and  stating  the 
time  when,  the  place  where,  and  the  name  and  post-office 
address  of  the  person  before  whom  it  is  desired  the  depo- 
sition be  taken,  the  name  and  post-office  address  of  the 
witness,  and  the  subject  matter  or  matters  concerning 
which  the  witness  is  expected  to  testify.  If  good  cause 
be  shown,  the  Commission  will  make  and  serve  upon  the 
parties,  or  their  attorneys,  an  order  wherein  the  Com- 
mission shall  name  the  witness  whose  deposition  is  to  be 
taken  and  specify  the  time  when,  the  place  where,  and 
the  person  before  whom  the  witness  is  to  testify,  but  such 
time  and  place,  and  the  person  before  whom  the  deposi- 
tion is  to  be. taken,  so  specified  in  the  Commission's 
order,  may  or  may  not  be  the  same  as  those  named  in 
said  application  to  the  Commission. 
Tertimonj  o  f  The  testimony  of  the  witness  shall  be  reduced  to  writ- 
ing  by  the  officer  before  whom  the  dej^osition  is  taken, 
or  under  his  direction,  after  which  the  deposition  shall 
be  subscribed  by  the  witness  and  certified  in  usual  form 
Deporitiontobeby  the  officer.  After  the  deposition  has  been  so  certified 
it  shall,  together  with  a  copy  thereof  made  by  such  officer 
or  under  his  direction,  be  forwarded  by  such  officer  under 
seal  in  an  envelope  addressed  to  the  Commission  at  its 
office  in  Washington,  D.  C.  Upon  receipt  of  the  deposi- 
And  filed.  Copy  tiou  and  copy  the  Commission  shall  file  in  the  record  in 

hii  attorney,  said  proceeding  such  deposition  and  forward  the  copy 
to  the  defendant  or  the  defendant's  attorney. 
8iM  oi  paper,  Such  depositions  shall  be  typewritten  on  one  side  only 
of  the  paper,  which  shall  be  not  more  than  8 J  inches 
wide  and  not  more  than  11  inches  long  and  weighing  not 
less  than  16  pounds  to  the  ream,  folio  base,  17  by  22 
inches,  with  left-hand  margin  not  less  than  1^  inches 
wide. 
Notiea.  No  deposition  shall  be  taken  except  after  at  least  six 

days'  notice  to  the  parties,  and  where  the  deposition  is 
taken  in  a  foreign  country  such  notice  shall  be  at  least 
15  days. 
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No  deposition  shall  be  taken  either  before  the  proceed-  ^  ^^J^****™  " 
ing  is  at  issue,  or,  unless  under  special  circumstances  and 
for  good  cause  shown,  within  10  days  prior  to  the  date  of 
the  hearing  thereof  assigned  by  the  Commission,  and 
where  the  deposition  is  taken  in  a  foreign  country  it  shall 
not  be  taken  after  30  days  prior  to  such  date  of  hearing. 

XIV.  DOCUMENTARY  EVIDENCE. 

Where  relevant  and  material  matter  offered  in  evidence  m2SS?"*iiiIttttt 
is  embraced  in  a  document  containing  other  matter  not  ©"^  *«  *>•  ^^ 
material  or  relevant  and  not  intended  to  be  put  in  evi- 
dence, such  document  will  not  be  filed,  but  a  copy  only 
of  such  relevant  and  material  matter  shall  be  filed. 

XV.  BRIEFS. 

Unless  otherwise  ordered,  briefs  may  be  filed  at  the    ""^^  **'  ^^• 
close  of  the  testimony  in  each  contested  proceeding.*  The 
presiding  Commissioner  or  Examiner  shall  fix  the  time 
within  which  briefs  shall  be  filed  and  service  thereof  shall 
be  made  upon  the  adverse  parties. 

All  briefs  must  be  filed  with  the  secretary  and  be  ac-  retii"*^wl?h**ro5 
companied  by  proof  of  service  upon  the  adverse  parties.  ^^  ■errice. 
Twenty^  copies  of  each  brief  shall  be  furnished  for  the 
use  of  the  Commission,  unless  otherwise  ordered. 

Application  for  extension  of  time  in  which  to  file  any  erteISdon*o?3imL 
brief  shall  be  by  petition  in  writing,  stating  the  facts 
upon  which  the  application  rests,  which  must  be  filed 
with  the  Commission  at  least  five  days  before  the  time  for 
filing  the  brief. 

Every  brief  shall  contain,  in  the  order  here  stated — 

(1)  A  concise  abstract  or  statement  of  the  case.  ^^"^  ^  *'*•'• 

(2)  A  brief  of  the  argument,  exhibiting  a  clear  state- 
ment of  the  points  of  fact  or  law  to  be  discussed,  with  the 
reference  to  the  pages  of  the  record  and  the  authorities 
relied  upon  in  support  of  each  point. 

Every  brief  of  more  than  10  pages  shall  contain  on  its   B^mi^enttij 
top  fly  leaves  a  subject  index  with  page  references,  the 
subject  index  to  be  supplemented  by  a  list  of  air  cases 
Inferred  to,  alphabetically  arranged,  together  with  refer- 
ences to  pages  where  the  cases  are  cited. 

V  Fifteen   copies  originally  called  for.     Amended  to  its  present  form 
jQly  29,   1920. 
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BfM  of  tjpe.  Briefs  must  be  printed  in  10  or  12  point  type  on  good 
unglazed  paper  8  inches  by  10^  inches,  with  inside  mar- 
gins not  less  than  1  inch  wide,  and  with  double-leaded 
text  and  single-leaded  citations. 
onaaigumenta.  Oral  arguments  will  be  had  only  as  ordered  by  the 
Commission. 

•  XVI.  ADDRESS  OF  THE  COMMISSION. 

Fed€r«i  Trade     All  Communications  to  the  Commission  must  be  ad- 
w«iiiiiiftoii,D.o'.  dressed    to    Federal    Trade    Commission,   Washington, 
D.  C,,  unless  otherwise  specifically  directed. 


<nF  CQBBMDDDirinSIJ^ 


AcBtyL  nlloTdic  add ._,-_     3t» 

Add  (acetyl  aaUcyUc) . 3^ 

ATiifnltTnni 30*^ 

Animei  filatB  ( nraideiltifip) „ ^,      1^ 

ifcapirln .   30^ 

iLmxiinobilfr  £teii» .    .     30 

AanamobilR- drs» . _..      (^ 

Bk^,  paper 13. 

B]aw«!» _.       ._     l.Hf 

Bookay  oeltenaiaB 3^15, 

CaJxMiladnip  maciiiiiaH .      .__       30JL 

Caiidy  and  klhftred  prailui'fH ,__     _._  *J^ 

Cement  (TUinid  Foof) _._     ..        ._     ..,.       X^X 

Chemicals ._   ^X^/kHy 

Cleaaiersi,  vacnum .  .     ,   .__      37T 

Clamaiia^  stiid  (!asija£Ktta^  ftat^  .>9i 

C<yflM» -— -        W. 

DMtnfe<!tiag  and  rf<>tt.ntiig  fltti<ls .  .-.      — -         ^ 

Drills .  .    .  __.      1,37 

Dtc  soap _  ,,.. 30& 

DywtTi.fj*  and  kindred  pmtoets ..  ,-.     -.  -  41^  42»> 

Elertrie  Kiting  pUnta .    ._ W^ 

Fabric*  < knitted) ^, _      .-  X-H 

Fans  f€>r  antcNDotncs ...        9^ 

Fats^  animal  (xcnderinie) _       _  _.      ^ 

Forges , .- ^^T 

Gaaoline «*.??,  ?^  »iik 

Groceries -  4Ci,  W,  WV  ^(m,  U^  AJi^.  HH* 

Inner  tnbes , H 

Knitted  fabrics - ^  .__._.      Mi 

Knit  underwear .       ._       lUtt 

Lighting  plants,  electric .  «      a^T 

Lighting  rods,  couplinga  and  flztuiH^H    --  ..      tt'.5| 

Machines : 

Calculating 06) 

Talking . IH  )(>«,  1^.  )H9 

Matches  (Japanese  safety) 1(iB,  ^^.  44)? 

Music  rolls -  V^i 

Oil —  W,hh;j 

Organs .— ..   .-.--.-  .  .     \\ii 

Paints -_-4a,  |i*ii 

Paper  bags -  ...._.     .        .     .     ig 
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Paper,  toilet 13 

Petrolenm  products 68, 77, 78, 86 

Phonograph  records 124 

Phonographs 124,156, 163, 168 

Piano  players 31, 124 

Pianos 31 

Player  pianos 31, 124 

Records,  phonograph 124 

Reference  books 345 

Rendering  business 284 

Roof  cement  (liquid) 151 

Safety  matches L 1»9, 204, 407 

Salt  (for  live  stock) 402 

Seeds  (farm  and  grass) 177 

Ship  chandlery  (supplies,  deck,  engine,  cabin,  etc.,  for  ships) 205. 208, 

209, 213, 217,  222, 223, 227, 231, 
285, 239, 242,  316, 320, 323.  357 

Ship  repairs  and  repair  parts 209,353,430 

Shirts 1 

Soap 865,421 

Sponges 246, 252, 253, 258, 269, 264, 265,  271, 272, 278 

Talking  machines 124, 156, 163, 168 

Tires,  automobile 6 

Toilet  paper ! 13 

Tubes  (inner) 6 

Underwear  (knit) 1, 189 

Vacuum  cleaners 877 

Varnishes 42,418 

Wearing  apparel 1 

Wool  oU -• 421 


INDEX. 


Acquiring  stock  to  eliminate  competition _ 802 

Adulteration : 

Of  products  solely  to  increase  price 246»  262, 253, 258^  265, 271, 272 

railure  to  disclose 1, 177, 

189, 246, 252, 258, 258, 250, 264, 265, 271, 272, 278 

Failure  to  disclose  extent  of 808 

False  statements  as  to  results  of 64 

Advertising.    See  False  and  misleading  advertising. 

Agreement    See  Boycott;  Conspiracy;  Resale  price  maintenance;  Tying 

contracts  or  leases. 
Appropriating  competitor's  firm  name,  etc.: 

In  general.    See  aUo  Unftiir  competition  or  practicea 

Firm  name IB 

Material  used  in,  and  methods  of,  soliciting  business,  deceptively 845 

Trade-mark L 827 

Trade   name 872,887 

Approval,  falsely  claiming  approval  not  accorded.     See  Misrepresent- 
ing products. 
Assuming  misleading  firm  name: 

Implying  United   States  Government  connection  with,  or  sanction 

of,  business  or  products  or  both 42, 180 

To  conceal  true  nature  of  business 156, 168 

Bargains,  misleading  representations  or  course  of  conduct  to  create  , 
impression  of  unusual  bargains.    See  False  and  misleading  advertising; 
Misrepresenting  prices. 

Bogus  independents 827 

Bonuses    or    premiums,    to   push    donor's   products.     See    Subsidising 

salesmen. 
Boycott : 

By  brokers — 

To  cut  oft  supplies  of  objectionable  competitor  of  customer 

jobbers 87 

By  Jobbers —  • 

To  cut  off  supplies  of  objectionable  competitor 87 

To  induce  less  favorable  terms  to  objectionable  competitor 100 

Bribery : 

Employees  of  customers  or  prospective  aistomwis;  entertainment  of, 
or  gratuities,  loans,  or  gifts  of  money  to,  to  influence  in  favor  of 
donor's  products — 
AutomobUe   rides 227, 231, 242, 816 

74636—22 41  64X 
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Employees  of  customers  or  prospective  customers,  etc. — Continued. 
Bribery — Continued. 

Baseball  tickets 425 

Cigars 20,231 

Dinner  parties 425 

Entertainment   (in  general) 20,227,231,235,242,316,425 

Gifts  (In  general) 205, 

208. 213, 227. 231. 235. 242. 316, 320. 363. 357. 430 

Gratuities  (not  further  specified) 205, 

208, 209. 213, 223. 235, 320. 323, 353,  430 

Loans  (without  expectation  of  repayment 421 

Meals 20. 227. 231. 242, 316 

Money 20, 205, 

208.  209. 213. 217,  222, 223, 227,  235v  239,  242 
313. 316. 320, 323, 353, 357. 418,  421, 425,  430 

Pleasure  trips 242 

Theater 227, 231, 310, 425 

Business : 

Competitor's   course   of,   disparaging  or   mispresentlng.     See   Dis- 
paraging or  misrepresenting  competitors  of  their  products. 
Misrepresenting  true  business,  or  business  status.     See  False  and 
misleading  advertising;  Misrepresenting  business  status. 
Capital  stock.    See  Stock. 
Claiming  patent  rights  wrongfully: 

In  general . 137 

Falsely  representing  injunction  as  secured 865 

To  dealers,  to  prevent  purchase  of  competitive  products 137 

Claiming  trade  names  or  trade>marks  wrongfully,  in  general 36$l 

Clayton  Act: 

Cases  under — 

Sec.  3 68,77,78,86 

Sec.  7 302 

Text,  with  annotations 482-538 

Coercion.     See  Boycott;  Conspiracy;  Cutting  off  competitor's  supplies. 

Ck>mbination.    See  Boycott;  Conspiracy. 

Combinntlon  sales  plan,  use  of,  to  deceive  as  to  prices  really  exacted. 

See  False  and  misleading  advertising;  Misrepresenting  prices. 
Commercial  bribery.    See  Bribery. 
Competitors : 

Disparaging   or    misrepresenting.      See    Disparaging   or   misrepre- 
senting competitors  or  their  products. 
Interfering   with    unfairly,    as    condemned    in    this    volume.      See 
Unfair  competition  or  practices. 
Competitor's  business,  spying  on.    See  Spying  on  competitor's  business. 
Competitors'  prices  and  products,  disparaging  or  misrepresenting.     See 

Disparaging  or  misrepresenting  competitors  or  their  products. 
Competitor's  supplies,  cutting  off.    See  Cutting  off  competitor's  supplies. 
Concealed  subsidiary,  operating.    See  Bogus,  independent. 
Concerted  action.    See  Combination ;  Conspiracy ;  Cutting  off  competitor's 

supplies. 
Confidential  information,  procuring  concerning  competitor.     See  Spying 

on  competitor's  business. 
Confusion.    See  Appropriating  competitor's  firm  name,  etc ;  Misbranding 
or  mlilabeling ;  Simulation. 
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Conspiracy:  Pag«. 

See  alao  Cutting  off  competitor's  supplies. 
By  brokers — 

To  accord  less  favorable  terms  to  objectionable  competitor  of 

customer  Jobbers 87, 109 

To  bring  about  less  favorable  terms  to  objectionable  competitor 

of  customer  jobbers , 109 

To  cut  off  supplies  of  objectionable  competitor  of  customer  jobber-        87 
By  jobbers — 

To  bring  about  less  favorable  terms  to  objectionable  competitor-  87, 109 

To  cut  off  supplies  of  objectionable  competitor 87 

Contract : 

Tying  or  exclusive.    See  Tying  contracts  or  leases. 
Wrongfully  securing  prospective  customer's  signature  to.    See  Secur- 
ing prospective  customer's  signature  wrongfully  to  written  instru- 
ment. 
Corporate  name.    See  Firm  name. 
Cost: 

See  also  Prices. 

Of  competitor's  products.    See  Disparaging  or  misrepresenting  com- 
petitors or  their  products.   - 
Courts,  decisions  of,  on  petitions  to  enforce  or  review  the  orders  of  the 
Commission  or  to  enjoin  it  from  proceeding: 

Basic  Products  Co.,  U.  S.  vs 542 

Curtis  Publishing  Co_ 579 

Fruit  Growers  Express,  Inc 628 

Hurst  &  Son,  T.  C_ 585 

Maynard  Coal  Co.,  The 566 

National  Harness  Manufacturers'  Ass'n OTO 

Standard  Oil  Co.  of  New  York  et  al 022 

WInsted  Hosiery  Co 618 

Customers : 

Gifts  of  money,  etc.,  to  employees  of,  to  influence  in  favor  of  donor's 

products.    See  Bribery. 
Gifts  or  premiums  to  employees  of,  to  push  donor's  products.    See 

Subsidizing  salesmen. 
Securing  signature  of  wrongfully  to  written  Instrument.    See  Securing 
prospective  customer's  signature  wrongfully  tn  written  instrument. 
Cutting  off  competitor's  supplies: 
^  See  also  Boycott ;  Conspiracy. 

By  paying  excessive  and  unwarranted  prices 284 

By  retaining  possession  wrongfully  of  goods  belonging  to 295 

By  threatening  to  withdraw  patronage 295 

By  withholding  information  as  to  their  arrival  when  under  duty  to 

give  notice  thereof . 295 

Damage,  fraudulently  causing  to  competitor's  product.    See  Interfering  • 

with  competitor's  product 
Decisions  of  the  courts  on  petitions  to  enforce  or  review  the  orders  of  the 
Commission  or  to  enjoin  it  from  proceeding: 

Basic  Products  Co.,  U.  S.  vs 542 

Curtis  Publishing  Co 579 

Fruit  Growers  Express,  Inc 628 

Hurst  &  Son,  T.  C 1 , 565 
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Pag«. 
Dedslons  of  the  courts  on  petitions  to  enforce  or  review,  etc. — Contlnned. 

Maynard  Coal  Co.,  The 555 

National  Harness  Manufadturers*  Ass'n 570 

Standard  Oil  Co.  of  New  York  et  al 622 

Winsted  Hosiery  Co 618 

Disinterestedness,  false  claim  of,  or  conduct  creating  iniprei^sion  of.    See 
False  and  misleading  advertising ;  Misrepresenting  business  stjitus. 
Disparaging  or  misrepresenting  competitors  or  their  products : 

Competitor  or  his  course  of  business 827,877 

Products  of  competitor — 

Cost  to  manufacture 36 

Effectiveness  or  efficiency  cf 1 36,53,377 

Prices  of 46,95,338 

Value .  36, 877 

Employees : 

Of  customers,  gifts  or  premiums  to,  to  push  donor's  products.    See 

Subsidizing  salesmen. 
Of  customers  or  prospective  customers,  gift  of  money,  etc.,  to,  to  in- 
fluence  In  favor  of  donor*s  products.    See  Bribery. 

Enforcing  through  false  claims  contracts  and  notes  of  customers 168 

Entertainment  of  employees  of  customers  or  prospective  customers,  to 

influence  In  favor  of  donor's  products.    See  Bribery. 
Espionage.    See  Spying  on  competitor's  business. 
fiSzcessive  and  unwarranted  prices,  cutting  off  competitor's  supplies  by 

paying.    See  Cutting  off  competitor's  supplie& 
Ezdusive  contracts.    See  Tying  and  exclusive  contracts. 
EfXdusive  dealing.    See  Tying  and  exclusive  contracts. 
False  and  misleading  advertising: 
Adulteration — 

Failing  to  disclose  extent  of 893 

False  statements  as  to  results  of 64 

Not  disclosed 1, 177, 189 

Circumstances  under  which  proilucts  offered,  to  create  false  impres- 
sion of  unusual  bargain 156,163 

Competitor's  prices 95, 338 

Competitor's  products,  through  deceptive  use  of  United  States  Gov- 

eniment  publications 53 

Deceptive  use  of  competitor's  material  and  methods  in  soliciting  busi- 

Govemment  (United  States)  connection  with  or  special  sanction  of 
business  or  products,  or  both 42,130,402 

Indorsement  accorded  product 361 

Ingredients  of  product 151,402 

Misrepresenting  business  status — 

DisinterestedneBS  or  impartiality  of,  false  claim  of,  or  conduct 

creating  impression  of 377 

Interest  in  products  criticised,  rated,  or  urged,  failure  to  disclose.      377 

Jobber  as  manufacturer 13, 168 

Retailer  as  jobber 103 

Siie 13, 345 

Patent  rights  not,  or  no  longer,  owned * 137 
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Talae  and  misleadinir  adyeitlsing — Continiied. 

PrUsM  really  charged —  Pac*^ 

Through  catalogue  containing  much  hl^er  prices  not  int^ided 

to  be  exacted 168 

Through  use  of  combinatitm  sales  plah 1 46,05, 108, 888 

Qualities  possessed  by  product  advertised : IW 

Trade  names  and  tradennarks  claimed  wrongfully 8€i9 

Unique  character  of  product  or  place  held  by 869 

Federal  Trade  Commission  Act — text  with  annotations 489-488 

Firm  nama    See  Ai^roprlatlng  competitor's  firm  name,  etc;  Assuming 

misleading  firm  name;  Simulation. 
Free  goods,  offering,  to  induce  purchase.    Bee  Offering  free  goods  to  in- 
duce imrchase. 
Gifts: 

To  employees  of  customers  or  prospective  customers,  lo  influence  in 

favor  of  donor's  products.    See  Bribery. 
To  employees  of  customers,  to  push  donor's  products.    See  Subsldia- 
ing  salesmen. 
Goods: 

See  aleo  Products. 

Free  goods  to  induce  purchase.    See  Offering  free  goods  to  induca 
purchase. 
Government  (United  States) : 

False  claim  of  indorsetDOit  or  approval  by.    See  False  and  mislead- 
ing advertising;  Misrepresenting  products. 
Publication,  deceptive  use  of  matter  contained  in,  to  disparage  com- ' 
petitors'  products.    See  Difiparaging  or  misrepresenting  competitor 
or  their  products;  False  and  misleading  advertising. 
Use  of  word  to  show  nonexistent  Government  connection  with  or 
.  sanction  of  business  or  products,  or  both.    See  Assuming  misleading 
firm  name ;  Misbranding  or  mislabeling ;  Naming  or  describing  prod- 
ucts misleadingly. 
Gratuities : 

To  employees  of  customers  or  prospective  customers,  to  influence  in 

favor  of  donor's  products.    See  Bribery. 
To  employees  of  customers,  to  push  donor's  products.    See  Subsidi^ 
ing  salesmen. 
Impartiality,  false  claim  of,  or  conduct  creating  impression  of.    See  False 

and  misleading  advertising ;  Misrepresenting  business  status. 
Indorsement,  falsely  claiming  indorsement    See  Misrepresenting  product& 
Infringement,  falsely  claiming  successful  suit  for.    See  Olaiming  patent  - 

rights  wrongfully. 
Injunction,  falsely  claiming  to  have  secured.    See  Claiming  patent  rights 

wrongfully. 
Injury,  fraudulently  causing,  to  competitor's  product     See  Interfering 

with  competitor's  product. 
Interfering  with  competitors  or  their  business  unfairly : 

Unfair  practices  condemned  in  this  volume    See  Unfair  competitioii 
or  practices. 
Interfering  with  cbmpetitor's  products : 

Tampering  with -^      8TT 

Interest,  failure  to  disclose  interest  in  article  rated,  approved  or  urged. 
See  False  and  misleading  advertising ;  Misrepresenting  business  status. . 
Intimidation.   See  Boycott ;  Conspiracy ;  Cutting  off  competitor's  supplied. 
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Jobber: 

False  claim  by  retailer,  to  be.    See  False  and  mistoadiiig  advertiaiiigi 

Miareiweseiitiiig  biuiiieM  status. 
False  claim  by.  to  being  manufticturer.    See  False  and  misleading 
adyertising;  Misrepresenting  business  status. 
Ijeases.    See  Tying  contracts  or  leases. 

Loans»  making  of,  without  expectation  of  r^ayment,  to  employees  of  cus- 
tomers or  prospective  customers*  to  influence  in  favor  of  donor's  prod- 
ucta.    See  Bribery. 
Manufacturer,  false  claim  by  Jobber,  to  be.    See  False  and  misleading  ad- 
vertising; Misrepresenting  business  status. 
Methods,  competitor's,  deceptive  use  of,  in  soliciting  busineoib    See  Ap- 
propriating competitor's  firm  name,  etc. 
Misbranding  or  mislabeling: 

See  alio  False  and  misleading  advertising.  Pagt. 

Adulterated  aa  pure ^ 1, 189 

Implying  United  States  Government  connecttoa  with  or  fecial  sanc- 
tion of 41S 

Quality  of  product SOS 

Source  of  product 6,190,204,407 

Misrepresenting  business  status: 

Business  as  individual  as  part  of  scheme  to  ofEer  new  products  at  pur- 
ported reduction 106 

Disinterestedness  or  impartiality  of,  false  daim  of  or  conduct  cre- 
ating impression  of — : 877 

Individual  as  business  concern  as  part  of  scheme  to  offer  new  prod- 
ucts at  purported  reduction 156, 168 

Interest  in  products  criticised,  rated,  or  urged,  failure  to  disclose. 377 

Jobber  aa  manufacturer 18,168 

Betailer  as  Jobber ,    108 

Siae 13,845 

Misrepresenting  prices. 

By  selling  in  combinations  only,  and  assigning  abnormally  low  prices 
to  well-known  products  and  abnormally  high  prices  to  other  prod- 
ucts  46, 96, 106, 888 

By  stenciling  on  products  abnormal  and  unreasonably  high  fictitious 

resale  prices  to  permit  purported  radical  reductions 81 

By  using  catalogues  containing  much  higher  prices  not  intended  to  be 

exacted 168 

Iflsrepresenting  products : 

See  aleo  Adulteration;  Assuming  misleading  firm  name;  False  and 
misleading  advertising;  Misbranding  or •  mislabeling ;  Naming  or 
describing  products  misleadingly ;  Securing  prospective  customer's 
signature  wrongfully  to  written  instrument ;  Simulation. 
Indorsement  or  approval  accorded — 

By  United  States  Government 402 

By  large  well-known  concerns 861 

iBgredients 402 

Unique  character  of  product  or  place  held  by 869 

Money,  gifta  or  payments  of,  to  employees  of  customers  or  proev>ective 
customers,  to  influence  in  fiivor  of  donor's  products.    See  Bribery. 

Mame: 

Firm  name.  See  Appropriating  competitor's  flrm  name,  etc ;  Assum- 
ing misleading  firm  name;  Simulation. 
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Name— Gontinned. 

Trade  name.    8ee  Approprlatliig  competitor's  firm  name,  etc ;  Claim- 
ing  trade  names  or  trade-marks  wrongfully ;  Naming  products  mia- 
leadingly;  aimulation. 
Naming  or  describing  products  misleadingly : 

See  oteo  False  and  misleading  advertising;  Misbranding  or  mislabel- 
ing. Pftgt. 
Implying  United  States  Oovemment  connection  with  or  sanction 

of zi 42, 130.  413 

Implying  ingredients  not  contained  or  only  to  limited  extent 04 

Note,  wrongfully  securing  customer*s  signature  to.    See  Securing  prospee- 

tive  customer's  signature  wrongfully  to  written  instrument. 
Offering  free  goods  to  induce  purchase : 

Prizes  of  unequal  value,  final  distribution  of  which  determined  by 

Idt  or  chance 60 

Passing  off.    £fee  Aj^ropriating  competitor's  linn  name,  etc. ;  Misbrand- 
ing or  mislab^ng ;  Simulation. 
Patent  rights,  claiming  wrongfully.    See  Claiming  patent  rights  wrong* 

fully;  False  and  misleading  advertising. 
I^trmiage,  threats  to  withdraw  or  withhold.    See  Boycott ;  Conspiracy ; 

Cutting  off  competitor's  supplies. 
**  Pool "  car,  failure  to  inform  competitor  of  arrival  of  its  shipment  in. 

See  Cutting  off  competitor's  supplies. 
Petitions  to  review,  decisions  on : 

Curtis  Publishing  Co 679 

Fruit  Growers  Sbcpress,  Inc C28 

National  Harness  Manufacturers'  Ass'n 570 

Standard  Oil  Co.  of  New  York  et  al 622 

Winsted  Hosiery  Co 618 

Practice^  unfair  or  unlawful  practices  condemned  in  this  volume.    See 

Unfair  competition  or  practices. 
Practices  and  prices  of  competitor,  false  statements  as  to.    See  Dispar^ 
aging  or  misrepresenting  competitors  or  their  products ;  False  and  mis- 
leading advertising. 
Premiums,  to  employees  of  customers,  to  push  donor's  products.     See 

Subsidizing  salesmen. 
Presents: 

To  employees  of  customers  or  prospective  customers,  to  influence  in 

favor  of  donor's  products.    £fee  Bribery. 
To  employees  of  customers,  to  push  donor's  products.    See  Subsidiz- 
ing salesmen. 
Price  maintenance.    See  Resale  price  maintenance. 
Prices. 

Eb[cessive  and  unwarranted,  cutting  off  competitor's  supplies,  by  pay- 
ing.   See  Cutting  off  competitor's  supplies. 
Fixing  prices  of  products  for  resale.    See  Resale  price  maintenance. 
Fixing  prices  of  product  lower  than  competitor's  solely  to  impugn 
competitor's  price.     See  Disparaging  or  misrepresenting  competi- 
tors or  their  produces. 
Of  competitor,  misrepresenting.    See  Disparaging  or  misrepreseDting 
competitor's  or  their  products;  False  and  misleading  advertising, 
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Prices — GoDtiniied. 

Beal  prices  intended  to  be  charged,  oooceBllii^  to  creste 
of  nniunial  bargain — 
Through  gteociling  higher  prices  on  products,    fifes  Mlsicpvessnt* 

ing  prices. 
Through  use  of  catalogues  listing  higher  prices.    See  False  and 

misleading  advertising;  Misrepresenting  prices. 
Through  use  of  combination  sales  plan.    See  False  and  mislead- 
ing  advertising;  Misrepresenting  prices. 
Uniform,  efforts  to  fix.    See  Resale  price  maintenanoa. 
Prizes,  offering  prises  determined  by  lot  to  induce  purchase.    Set  Oflertns 

free  goods  to  induce  purchase. 
Products : 

Adulterating.    See  Adulteration. 

Misbranding  or  mislabeling.    See  Misbranding  or  mislabding. 
One*s  own,  misrepresenting.    See  Misrepresenting  pioductSL 
One's  own,  misrepresenting  prices  of.    See  Misrepresenting  pHoes. 
One's  competitor's,  misrepresenting.     See  Disparaging  or  misrepre- 
senting competitors  or  their  products. 
Promissory  note,  wrongfully  securing  customer's  stgnatnre  to.    Bee  8^ 
curing  prospective  customer's  slgnatOre  wrongftaUy  to  written  Instm- 
ment. 
Prospective  customers: 

Gifts  of  money,  etc.,  to  employees  of,  to  inllueiice  in  favor  of  donor's 

products.    See  Bribery. 
Securing  signatures  of,  wrongfully.    See  Securing  prospective  cus- 
tomer's signature  wrongfully  to  written  instrument 
Refusal  to  sell.    See  Boycott;  Conspiracy. 
Retailer,  false  claim  by,  to  be  jobber.    See  False  and  misleading  advei^ 

tlsing;  Misrepresenting  business  status. 
Refusal  to  buy,  threat  of.    See  Boycott ;  Ckinspiracy ;  Gutting  off  competi- 
tor's supplies. 
Resale  price  maintenance. 

Agreements,  effecting  by 124 

Rules  of  practice  of  the  Commission 681-688 

Secret  subsidiary,  operating.    See  Bogus  Independent 
Securing  prospective  customer's  signature  wrongfully*  to  written  instru- 
ment : 

Contract  and  promissory  note  as  order  on  approval 168 

Price  of  product  involved  in  purported  order 168 

Quality  of  product  involved  in  purported  order 168 

Terms  and  conditions  of  purported  order 168 

Sherman  Act,  text,  see  footnote 488-485 

Signature  of  prospective  customer  to  written  inatrument  securing  wrong- 
fully.   See  Securing  prospective  customer's  i|ignature  wrongfully  to 
written  instrument. 
Simulation : 

See  alio  Appropriating  one's  competitor's  firm  Jiame,  etc. 

Appearance  of  product  of  competitor 845 

Firm  name  of  competitor ^ 6, 144 

Trade  name  of  competitor 6,845 

Size,  false  claim  as  to.    See  False  and  misleading  advertising;  Misrep- 
resenting business  status. 


